SEPTEMBER 13, 1919 


THE OUTLOOK 


Scarcity of Goods Still a Feature—Future of Commodity Prices— 
Financing Foreign Trade-—Railroad Situation—Taxation 
of Stock Dividends—Labor—The Market Prospect 


N view of the great activity of industry throughout the country and the very active 
demand in the retail trade, the stock market quite naturally responds readily to any 
favorable news developments. The demands of consumers for goods are so keen 

that merchants have difficulty in getting the necessary supplies fast enough to fill their 
orders. 

That this temporary scarcity is partly due to the relative inefficiency of labor and the 
restrictions enforced by trade unions is perfectly obvious to any one who is in touch with 
the business conditions of the day. But it is also true that the disorganizations resulting 
from the war are not yet entirely cleared up and that the incompleteness of the readjust- 
ment still hampers productions in many lines. 

* 8 *& 

; ' Tre jump of 16 per cent. in average commodity prices— 
Commodity Price as measured by Bradstreet’s Index—from’ March | to 
Outlook August | has had a strong influence in stimulating the activity 
of trade. Buyers had held off, hoping for lower prices, or 
waiting until conditions should become more settled. The rapid rise convinced most of 
them that it was useless to wait longer, as there was a good consumptive market in sight 

at the current level. 

Almost everybody buys more on rising prices. It is a characteristic of human nature. 
And in this instance many consumers had been economizing during the war, so that their 
normal requirements were somewhat larger after the war was over. Retailers, also, had 
had difficulty in keeping their stocks up to normal because of Government requirements 
and the scarcity of peace goods resulting. The rise in prices came as a surprise to 
many of them and they had to replenish their stocks regardless of price. And for similar 
reasons many wholesalers were insufficiently stocked up and manufacturers were short 
of needed materials. 

To a certain extent the demand for goods in recent months has exceeded normal 
and will therefore be temporary. It is likely that the demand in 1920 will be less urgent 
unless means are found to finance foreigners for large-scale purchases. For the remainder 
of 1919, however, it seems pretty clear that business will continue good. 

The future course of prices is a very interesting question, in regard to which rather 
more than the usual disagreements of opinion exist. Professor Fisher, a profound student 
of the subject for many years, has recently stated in this magazine that in his opinion the 
present scale of prices will be comparatively permanent, chiefly because of the great 
increase in the supply of money and credit throughout the world. 

There are, of course, many elements entering into price-making, but the supply of 
money and credit is certainly one of the most important and is of a more permanent 
character than most of the others. The gradual clearing up of the aftermath of the war 
will involve some reduction in paper money outstanding in Europe, and in this country 
the payment of bank loans which are based on Government collateral will doubtless have 
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the indirect effect of reducing Federal currency notes. The effect of such changes would 
be in the general direction of a lower price scale. 

Our own view is that some gradual decline in the level of commodity prices is to be 
expected. But it is to be expected that prices will remain on a much higher level than 
before the war. Viewed broadly, the whole world has adjusted itself to a new and higher 
price level which, so far as can be seen now, is likely to be fairly permanent. 

* 8 & 
tae de O far there has been much smoke and little fire in the matter 
Financing of selling foreign securities here to enable rore:gners to 
Foreign Trade pay for the goods they need so badly. The Edge bill, a prac- 
tical way of handling the subject, is under discussion in the 
Senate and it is probable that it, or some similar plan, will be adopted. 

Even if no constructive plan should be worked out by the United States Government, 
we believe that action will be taken by private banking interests, There is a good deal 
of satisfactory security in Europe on which bonds could be based. The chief objection 
lies in the fact that Europe has not yet resumed normal production; but in many cases the 
materials which might be furnished by this country are essential to such production. It 
will be for the interest of all concerned for us to grant some sort of credits first, and thus 
to aid Europe in resuming production, rather than to wait until Europe can recuperate 
unaided, which would take a long time. 

Many of our leading bankers have recently visited Europe, presumably to work 
out some plan of this sort. How much capital American investors would be willing to 
furnish—in other words, what amount of foreign securities they would buy—cannot be 
told in advance. It would certainly be less than Europe could use. In fact, there is 
almost no limit to the amount of capital which could now be used, either at home or 
abroad. But we believe Americans would buy foreign securities, if adequately protected 
and offered under responsibie auspices, in a sufficient quantity to afford substantial help 
to our export trade. A high rate of interest return would be necessary, but Europe 
could well afford to pay a high rate as compared with the slow process of accumulation 
under present difficult conditions abroad. 

We are inclined to expect important developments along this line in coming months, 
which should be of considerable help to our stock market. On the other hand, the sale 
here of European securities would absorb capital which might otherwise flow into our 
domestic bonds, and would thus retard the rise of our home bond issues—a rise which 
must come some time nevertheless. 

The fall in foreign exchange, which has now assumed such serious dimensions, would 
be checked by any considerable sales of foreign securities here, though not restored to 
normal equality. The return of exchange rates to normal seems likely to be a matter of 
years rather than months. 

es 8 8 
; T HE prospect for railroad legislation seems to be nearly as 
Railroad chaotic as ever. The “Plumb Plan” has not been en- 
Situation dorsed by the American Federation of Labor, although Gom- 
. pers is understood to favor the genera! purposes embraced by 
it. In other quarters the plan has gained but little support and it is believed to be prac- 
tically dead. 

In the meantime the Cummins Bill has been brought forward, but this will be ex- 
tensively revised by the Senate Interstate Commerce Committee, so that its final form is 
still problematical. It is generally looked upon as a temporary arrangement only, and the 
opinion is gaining ground in Washington that it will be impossible to arrive at a final 
settlement of the railroad problem until industrial conditions become more settled and the 
disturbing effects of the war have more fully worn off. 

Railroad stocks have rallied somewhat with the rest of the market, but generally 
speaking they are still unattractive to investors. The unsettled railroad situation has 
prevented Southern Pacific from responding fully to the improvement in its position as 
a result of the favorable court decision in the oil lands case. On the other hand, the 
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owners of good railroad securities show no disposition to sacrifice them. Our railroad 
problem will eventually be solved because it must be solved. 

In several cases definite steps have been taken to ascertain the amount of oil on rail- 
road properties and this may develop into an important factor later on. Union Pacific, 
Northern Pacific, St. Paul, Atchison, and Wheeling & Lake Erie are some of the com- 
panies having oil possibilities. 

b-® ‘4 
: O NE important element of strength in such issues as Crucible 
Taxation of “ Steel, Baldwin Locomotive and U. S. Rubber is the 
Stock Dividends widespread belief that stock dividends will be declared non- 
taxable under the income tax law. This conclusion is so clear 
to the common sense of the average investor that he can hardly imagine how the courts 
can view it otherwise. 

A corporation is no richer because it has more stock outstanding. An investor who 
owns, let us say, one per cent. of the stocks of any company, still owns only one per cent. 
after the company has declared a 100 per cent. stock dividend. His fraction of ownership 
is represented by more pieces of paper, but the fraction remains the same. If he later 
receives larger cash dividends from this new stock, his income has been increased—but 
not until then. And how the Treasury Department managed to torture a stock dividend 
into a pseudo-income has remained a mystery to investors. 

A decision that stock dividends are not taxable income would be of decided help 
to many industrial stocks, as it would enable the companies to distribute to their stock- 
holders some part of their accumulated assets in the form of additional capitalization, from 
which a larger income might later be derived. 

* 8 8 
ras Al the moment, a more conservative attitude prevails on the 
Labor Situation part of labor, as a result of the President’s common sense 
Somewhat Better reply to the demands of the railroad shopmen and of Gompers’ 
efforts to avoid a steel strike. But the job printers are demand- 
ing higher wages October | and the coal miners November |, and a great deal of labor 
unsettlement must still be expected. 

In the steel trade the labor organizations are especially weak. In the main the steel 
employees are well satisfied with the treatment they have received and it is very doubtful 
whether a strike in that trade, even if called, would be successful. 

The demand for steel and iron products continues good except in the railroad de- 
partment, where means to buy are lacking. The price of copper is slightly easier. Pro- 
ducers are asking 23'/2 cents, but outsiders are quoting about one cent less. Minor metals 
are generally firm. 

i “S 
HIGHER prices are probable for many industrial stocks 
The Market and should be accompanied by some improvement in the 
Prospect rails. The world-wide shortage of goods and inflation of cur- 
rency and credit tend strongly toward good profits for industrial 
companies and relatively high prices for their stocks. 

The public has plenty of money and is ready to participate in an advancing market. 
The technical condition of the market is considerably better as a result of the August 
reaction. Higher money rates are probable this fall, but we do not expect any such rise in 
rates at present as would seriously interfere with market operations. 

An important conference at Washington is scheduled for Oct. 6, at which leading 
railroad, industrial and labor leaders will discuss the economic outlook and the policies 
which should be pursued. It is not impossible that the market may be favorably influenced 
by this effort at mutual understanding and co-operation. 


Tuesday, September 9, 1919. 





Rubber—The One Normal Commodity 


Why Rubber Prices Have Not Advanced — Strides Made in Manu 


facturing—Outlook for 
By HENRY 


Editor of The India Rubber World; Government 


OR reasons good and sufficient, all im- 
F portant commodities, with the single 
exception of india rubber, have 
doubled, trebled or quadrupled in price in 
the last four years. Why the apparent in- 
difference of the great gum elastic industry 
to the high cost germ? It is thus explained: 
The real beginning of crude rubber ex- 
pansion was in 1876, when the British Gov- 
ernment succeeded in establishing a small 
orchard of Para 
rubber trees at 
Heneratgoda Gar- 
dens, Ceylon. This 
was followed by the 
discovery of “wound 
response.” In plain 
words this means 
that the Para tree, 
the Hevea, can be 
milked daily, while 
other rubber trees 
and vines must rest 
after milking for 
months and even 
years. 
With cheap and 
docile coolie labor 
it was soon found 
that plantation rub- 
ber could be pro- 
duced cheaper and 
of as good quality 
as wild rubber. And 
numerous planta- 
tions in Ceylon, the 
Straits, Settlements, 
Federated Malay’? 
States, Java and Sumatra were established. 
Just as the best of these came _ into 
bearing the automobile began its spec- 
tacular career. The damand for rub- 
ber became so great that from a nor- 
mal price of $1.25 a pound it sold as 
high as $3.00 a pound. The dividends 
thus earned by the plantation companies, 
two and three hundred per cent, set 
English and to a lesser degree Dutch and 
Belgian investors aflame, and the “Rubber 
Craze” ensued. 
New companies were formed by the 
hundred and the jungle cleared and 
planted in record time. So great was 
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the American Industry 
C. PEARSON 


Representative in War-Time Rubber Investigation. 


the expansion that the 100,000 acre: 
in existence in 1905 had expanded tw 
nearly 2,000,000 acres at the outbreak 
of the Great War. And the world’s 
annual production in that period grew 
from 62,000 tons to 120,000 tons. Nor did 
the plantations stop at that figure. In 
spite of the war the product for 1917 
was 256,976 tons, or more than double 
in two years and increasing at about 
50,000 tons a year. 
Thus it is apparent 
that there is plenty 
of rubber. 


Pre-War Conditions 


At the beginning 
of the war Planta- 
tion rubber’ was 


low. The $1.25 rub- 
ber had given place 
to a 65 to 7o0-cent 


level, and it was to 
sink even lower. In 
spite of sporadic 
upward flurries it 
worked downward 
until 40 cents be- 
came the purchas- 
ing price. As the 
cost to the planter 
varies from 17 to 
24 cents there was 
still a fair margin 
of profit, and the 
planters continued 
to sell. This in 
spite of frantic ef- 
forts on the part of planters’ associations 
and hungry stockholders to restrict output, 
to valorize, to do anything to enhance the 
price. 

Keeping pace with this increase in the 
output of crude rubber was the spectacular 
demand for pneumatic tires and tubes, for 
solid truck tires and an increased demand 
for all kinds of rubber goods. 

In the light of such a market almost any 
merchants other than the far-sighted Eng- 
lish would have held the customer up for 
higher prices. To be sure the big users 
were already possessed of big stocks, for- 
ward sales had been negotiated and there 
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were vast supplies of reclaimed rubber 
available. 

It was plainly seen that it was the part 
of wisdom to make it to America’s advan- 
tage to buy in the Far East. For should 
that supply for any reason be withheld or 
fail a very few years would suffice to install 
great plantations perhaps in Mindanao, 
P. I., where soil and climate are ideal, and 
plenty of seed available. Or the great 
American Castilloa plantations in Mexico, 
which were about to be replanted with Para 
trees in the time of Diaz, might be sud- 
denly available were present conditions 
reversed. If not there, perhaps in Guate- 
mala, Honduras, Panama, Columbia, Ven- 
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great American companies have installed 
huge Para rubber plantations of their own 
in the Far East. The constantly increasing 
product of three orchards, one of which is 
the largest in the world, and said to be the 
most economically administered, had a won- 
derfully steadying effect upon the market 
and was assailed by jingo papers as the 
“American invasion.” Thus it was that the 
planters continued to produce and to sell, 
and in spite of lessened cargo space and the 
thousand and one handicaps of a great war 
the price of rubber continued low. 

In the meantime the American rubber 
business grew and grew and at the time of 
the signing of the Armistice we were using 


Crude Rubber Biscuits 


ezuela or Brazil. With proper governmental 
guarantees from the countries named and a 
reasonable amount of sympathetic support 
from one’s own government great planting 
projects could easily be installed. Indeed, 
they doubtless would be if the necessity 
arose. 

Then there is the purely domestic experi- 
ment of “machine grown” rubber, right 
within our own borders and eventually tak- 
ing its place with such enterprises as the 
cultivation of the sugar beet. 

Then there are the extensive fonts of the 
Amazon and her mighty tributaries with a 
wealth of rubber trees, only the fringe of 
which has been touched. In the event of 
shortage the volume of rubber from Brazil, 
Northern and Southern, and from Bolivia 
and Peru would be increased enormously, 
and Africa, once the great rival of South 
America, would again figure as a big rub- 
ber producer. Furthermore, several of the 


three times as much rubber as when the 
war began. 


Prices Decline 


With such a market for manufactured 
goods, even if the basic material be low, 
prices might well be high. But they became 
lower and lower during the first years of 
the war and with only two exceptions are 
still far lower than those of the other 
commodities. 

One has only to study the accompanying 
Lubin graphs to see how remarkably low 
have been manufactured rubber goods. 

Low priced crude rubber does not neces- 
sarily mean low priced rubber goods. The 
reason is rubber goods are built up of rub- 
ber, fabrics, compounding ingredients and 
labor. The rubber has been cheap but every- 
thing else entering into the finished product 
has shared in the great advance in price. 

There are some 250 separate ingredients 





912 


as solvents, fillers, vulcanizing ingredients, 
etc., regularly used by rubber manufacturers 
in rubber mixing processes. The prices of 
some went so high as to be prohibitive. 
Others disappeared from the market. All 
increased appreciably in price. A good in- 
stance is naphtha, which went from 13 cents 
to 24 cents and did not recede. The same 
was true of the 50 or more types of fabrics 
upon which the trade was dependent. As 
for tools, medicines, building material, 
labor, all took part in the advance. 

To offset this which for the moment 
looked like calamity there took place a 
rapid revolution of methods of manufac- 


RUBBER TIRES 
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ture that is one of the most remarkable 
incidents of a remarkable industry. 
Production Speeded Up 

The scarcity of skilled labor caused by 
the draft resulted in the invention of hun- 
dreds of machines that turned hand-made 
goods into machine-made and if anything 
bettered the product. Old machines were 
scrapped and everything that the best 
mechanical engineers could offer to speed 
up production was promptly adopted. Team 
work of man and machine was applied in 
all lines of manufacture. 

The chemist was called upon to add his 
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assistance. An elastic organic substanc< 
rubber-like to a degree, of low cost, mad: 
from waste material, was so treated that i 
could be incorporated in the best rubber 
and actually added to its value. This in 
itself saved thousands of pounds of rubber. 
The time consumed in vulcanization was 
lessened by half by the use of catalyzers, 
that is by accelerators, or hasteners, so that 
there was a notable saving in steam and 
labor and an increase in production. 
Speaking of time conserved in vulcaniza- 
tion: For years the great rubber shoe in- 
dustry was handicapped by the so-called 
dry-heat cure requiring seven hours of slow 








baking. A revolution in this was wrought 
by the pressure cure, taking but a third of 
the time and incidentally allowing the use 
of a far wider range of compounds and pro- 
ducing a better product at a lower cost. 
The great changes, mechanical and 
chemical, while apparently centering about 
the tire and footwear business, actually 
occurred in a notable degree in all lines of 
hard and soft rubber manufacture. 
Working together the members of trade 
assured their supply of crude rubber from 
England by pledging themselves to pur- 
chase only for their own consumption. 
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Vhen war needs practically cut off their 
-upply of zinc oxide, the notable tire 
toughener, they promptly substituted a 
toughening black that was useless in muni- 
tion work. When cotton promised to be 
scarce certain of the big manufacturers 
lanted thousands of acres of cotton and 
uilt gins by the score. 

The labor situation in rubber, consider- 
ng the general unrest, was handled with 
visdom. Strikes were few and of brief 
luration. Manufacturers kept ahead of the 
1. C. of L., as far as their help was con- 


much lower than they were in 1913. In 
1917 the constantly increasing cost of all 
materials except crude rubber brought 
prices up to the pre-war level. Since then 
there have been advances aggregating 
about one-third of the rise shown in “all 
other products.” With it all the trade has 
prospered as never before and with no 
profiteering accusations made against it. 


The Outlook 


As to the future there seems to be no 
need for uneasiness. The American in- 











Native preparing the crude rubber biscuits by treating the sap from the rubber tree 


cerned, by successive increases of wages; 
by instituting factory stores, markets and 
war gardens and by providing housing 
facilities on a scale never before dreamed 
of. By piece work, bonuses, profit-sharing, 
premiums, pensions, insurance and _ hos- 
pitals, they made work profitable and the 
worker secure. Reading and recreation 
clubs were provided and a degree of 
friendliness and co-operation between em- 
ployer and employe was the very definite 
and satisfactory result. 

All of these efforts helped to keep the 
price of rubber goods down. In 1914, I915 
and 1916 rubber goods were on the average 





dustry, besides being the biggest in the 
world’s rubber business, is by far the best 
equipped mechanically, chemically and in 
personnel. 

It is of course dependent upon England 
and to a degree upon Holland for its raw 
product. England, however, never plays 
fast and loose with good customers, nor 
does Holland. Besides which we have 
cotton, a raw material that England needs 
as much as we need rubber. But beyond 
this is the ability of the industry to adapt 
itself to shortages without stopping and to 
provide for itself anything, anywhere, any- 
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Assuming the Risk Involved 


Ninth Article in the Series “Financial Independence at s50”—The 
Meaning of “Risk Involved”—When and Where Chances May 
Properly Be Taken—The Group Investment Plan and 
the Law of Averages 


By VICTOR DE VILLIERS 


HE phrase that warns the would-be 
investor when he inquires about a 
standard security that he may be 

taking a risk and must be prepared to 
assume it is often regarded as a mysterious 
hint that the security concerned has some- 
thing fundamentally wrong about it, when 
nothing of the kind was intended. Even 
if the investor is prepared to act upon the 
principle, “nothing ventured nothing 
gained,” and is willing to send a ship out 
to sea for the sake of seeing one come in, 
the implication of “risk” is like dragging a 
red herring across an otherwise clear in- 
vestment path. The effect lingers, even 
though no positive harm is done. 

The element of risk enters so largely 

into most commitments, even those made 


purely from the investment angle, that it is 
well worth considering what it means, how 
it affects the welfare of the aspirant toward 
independence, and how its evil influence 
may be turned even to advantage. 


Sterilized Investments and Others 


So far in this series the writer has 
planned to lay a broad foundation for the 
reader’s future comfort by emphasizing 
the extreme importance of “digging in” 
as early in life as possible. Common sense 
dictates that where the two alternatives of 
absolute safety or partial safety are offered 
no hesitation need be felt in choosing the 
former. A Gibraltar could not exist on a 
rock that is soft in spots, and the strongest 
chain is no stouter than its faulty links. 
The investor who builds for the future is 
not justified in taking a single chance by 
using substitute materials for his founda- 
tions—even in spots—hence only double 
riveted, germ-proof, and “sterilized” in- 
vestments that are proof against storms, 
rot, and decay can be recommended for the 
earlier efforts of the embryo independent. 

Preparedness is about as important as 
achievement, and the greatest opportunities 
that occur in an investment lifetime cannot 
be grasped unless the means are at hand 
in a ready, liquid form, available almost on 
the instant. Conservative investments of 
the type recommended in preceding articles 


may be regarded not only as current bread- 
winners, but as potential fortune-builders 
if opportunities, such as will be described, 
come along again—as they surely will. 

If the reader will study the two graphs 
herewith showing the market action of 
twenty leading rail and industrial issues 
since 1897 it will be noticed that the best 
and worst of securities move over an 
erratic course, always up and down, and in 
the case of the industrials during the past 
twenty years slowly but surely pointing up- 
ward, as befits the march of events in the 
United States. 

The rails have gone through a long period 
of deflation since 1909, the aftermath of 
earlier “irregularities,” and are _ still 


' breathing heavily after ten years of fever, 


but their present lowly estate is not con- 
clusive evidence that they are dead. 

The writer has marked with a cross the 
turning point of each market cycle from 
which the securities concerned have turned 
substantially upward. In the case of the 
railroads, at this writing neither the writer 
nor anyone else knows whether their main 
trend will be upward or downward in the 
near future, but it is sufficient to know that 
their level is substantially below their 19009, 
1912 and 1916 averages and they have hit 
the panic-zone. At that point, having re- 
ceived a black-eye investment-wise, they 
deserve a “mark,” which the writer has 
accorded them. 

All purchases made at or about the low 
points indicated were risky because the 
securities may have gone still lower, and 
anyone who bought these assumed the risk 
involved. As it happened, each panic, big 
or little, was an opportunity for someone, 
and the people who grasped these oppor 
tunities were those who had the means, in 
ready money or “sterilized” investments. 


Buy on Gloom—Sell on Glory 
The markets for nearly twenty-three 
years, which about corresponds with an 
active investment lifetime, have been 
charted in the graph to demonstrate that 
buying opportunities occur many times. In 
the period under review it is patent that 
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PRICE ZONES*—REPRESENTATIVE SECURITIES 
Divi- Dividend Mean 
dends, Maintained, 5-Year 5-Year Ave. 5 
KAILS: High Low Yrs. Low 
Atchison 108 75 85 
Union Pacific 164 101 
Northern Pacific . 118 15 
Southern Pacific 115 76 
Pennsylvania : 61 40 
New York Central 114 62 
GAS, TELEPHONE, TELEGRAPH: 
Consolidated Gas 150 76 
Peoples Gas es - 125 55 
American Telephone 134 90 
Western Union 105 53 


MOTORS AND RUBBER: 
Willys-Overland 40 15 
Studebaker 195 34 
we 138 44 
CHAIN STORES, ETC.: 
151 81 
United Cigar Stores 219 76 
CHEMICAL AND ELECTRIC: 
Virginia-Car. Chemical 92 15 
Am. Agricultural Chemical 114 72 
General Electric 187 118 
Westinghouse ! 75 32 
SHIPPING: 
Atlantic, Gulf & W. I 188 27 
United Fruit 196 105 
Internl.-Mer.-Marine Pfd 128 
TOBACCO AND SUGAR: 
255 
142 
108 


136 
103 
107 
107 


100 
132 
138 


Texas Company 
Mexican Petroleum 
Standard of New Jersey 


MINING AND METALS: 


National Enam. & Stamping 
National Lead 


*Fractions too uncertain to be included. 
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there were eight major opportunities in the 
industrials and six in the rails, and ignoring 
all the minor dips, twists and dives that 
stocks experience without any particular 
reason, the writer assures the reader that 
fourteen big opportunities are about enough 
in one investment lifetime to assure inde- 
pendence. If history is to repeat itself, as 
market history is always scheduled to do in 
its broader aspect, there will be at least 
fourteen more opportunities in your life- 
time to buy good investment securities on 
gloom, if you will assume the “risk” in- 
volved, and to sell them on glory when the 
only uncertainty is “How much higher will 
they go?” 
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been evenly divided in the past, and the 
only thing one can be sure of is that 
changing times are ahead, and that eac/ 
change will bring its own opportunities. 


Group Investments 


Like the broad course of the market as 
whole, individual securities have their ow 
characteristics, and move in all direction 
sometimes without regard for worth an 
with indifference to their earning power or 
future. Each makes its own ripple in the 
big sea of prices, and each ripple does not 
necessarily depend upon sunshine or storn 
above. On those rare occasions when 
standard dividend-paying issues act foolish- 
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Hence, the all-important qualification 
that it is necessary to be conservative in the 
early stages to hold strongly fortified 
bonds and stocks of a gilt-edge or near 
gilt-edge character, preferably those that 
have good salability, loan and collateral 
value when periods of the deepest gloom 
come along. Fourteen big breaks, in 
most cases panics and semi-panics, is ex- 
actly that number of heavy shocks that 
the American investment structure has had 
to stand in twenty-three years, and it is 
as well to ask yourself, “How many shocks 
can my investment edifice stand at present, 
or in the next five or ten years?” 

The number of opportunities is not 
limited to fourteen nor even forty, as no 
man can predict with any degree of 
accuracy the world conditions that will 
prevail during the next twenty years, nor 
the amount of good and bad “news” that 
will influence prices. The chances have 


ly, as they have done at least forty times 
during the fourteen periods of major op- 
portunity indicated—some of them should 
be accumulated in spite of the fact that 
they are not commonly regarded as “gilt- 
edge.” Select issues should be accumulated 
if they are selling at a reasonable price as 
compared with former low levels, if their 
dividend does not seem in danger, and if 
their earning power does not appear to be 
permanently downward. 

During periods of acute depression the 
investor who is willing to put his ship out to 
sea will be inclined to await “better condi- 
tions.” If the depression is exceptionally 
bad, especially the kind that follows a period 
of rising prices and prolonged excitement 
in the market, “talk” will be far cheaper 
than money ; that relating to dividend reduc- 
tions and receiverships will be especially 
insidious and will bear careful checking up 
with the facts. Earning power and dividend 
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record should not then be scrutinized for a 

ear or two years, but for at least five or 
ten, and the management of the company 
oncerned should be looked into carefully. 
‘onfirmation of rumors should be sought 
first-hand, if possible, and not through the 
medium of “news” or “talk.” If the in- 
‘estor’s checking up on these facts does not 
tally with the pessimism on every hand, 
and he is satisfied that the coveted security 
is selling at a reasonable level but might go 
still lower—he should “assume the risk 
involved” and buy. 

The table covers many groups of securi- 
ties, and some of the leading representa- 
tives in their class. The omission of a 
large number is not due to lack of merit, 
but to the absence of a dividend, insufficient 
seasoning, volative market movements or 
some other cause, which takes them out of 
the representative class. 

The most careful calculation and caution 
can prove untimely and sometimes unfor- 
tunate, for which reason the group-plan of 
diversifying all surplus funds intended for 
that class is strongly recommended. Al- 
though Andrew Carnegie amassed riches by 
placing all his eggs in one basket and 
watching that basket, the late lamented 
financier was a Scotchman and died “poor,” 
anyway. The average investor is not en- 
dowed with the steadfastness and con- 
sistency of a Carnegie, and will probably 
do better to rely upon the law of averages 
as relating to securities and the industries 
they represent by using a large number of 
small baskets that will not need so much 
watching. 


Methods for Business Men 


It is realized that the average business 
man may have no time to make a study of 
conditions, either in advance or at the psy- 
chological moment when he must decide; 
also neither himself nor one in a thousand 
can judge whether the low price has been 
reached even approximately. Instances of 
mistaken judgment, faith or ignorance are 
found in the purchases of such chronic 
failures as New Haven, Rock Island, St. 
Paul or People’s Gas “on a scale down” in 
mistaken attempts to strike bottom. Boats 
that leak continually are not safe even for 
the short trip, and should be non grata 
where more seaworthy ones are available. 
Any business man can, however, decide ac- 
curately with the use of the graphs that a 
zone of low prices has been reached that 
justifies some action, and at that point 
action should be taken regardless of minor 
fluctuations within a few points of the pur- 
chase price. 


It is time enough to worry when a fur- 
ther substantial drop occurs—say 5, 10 or 
even 15 points—and the investor’s unlucky 
security refuses to rally with the rest of its 
brethren. An investor need not haunt the 
ticker nor concern himself with the minor 
swings to be out of the “sleeping investor” 
class; but he had better be an “interested 
investor,” alive to his problems and broad- 
minded enough to realize that securities 
cannot stand still so long as millions of 
minds cannot think alike. 

Apply the principle to any standard 
issue, such as Atchison. This road got into 
the investment class about twenty years 
ago. During the five years between 1895 
and 1901 its future was uncertain and it 
sold between 8 and 9, its action labeling it 
a “cat-and-dog” security. Between 1901 
and 1905 it paid irregular dividends and 
sold up around 100 several times, and 
during 1906 seems to have turned the cor- 
ner and to have entered the investment 
class, with a dividend of four to five per 
cent a certainty for the future. In the 
year 1907, upon a dividend basis of six per 
cent. Atchison reached 108% and then— 
something happened. The famous money 
panic came along in the fall and Atchison 
dropped to a low of 663, and it needed no 
very expert judgment to convince anyone 
that a security that had established its 
right to sell between 90-and 110 during the 
preceding six years was good enough to 
buy between 60 and 70, despite the possi- 
bility that it might go down to 50. Of 
course, Atchison did nothing of the kind. 
It drew up in the following year to the 
place it belonged, above par, and in another 
year emphasized its place in the sun by 
selling to an absolute high of 125%. For 
ten years thereafter it maintained its six 
per cent dividend—a dividend that was 
thought a lost hope during the excitement 
of the panic—and sold above par each year 
with the single exception of 1918, when it 
fell short of 100 by a quarter point! Its low 
price during the past ten years was 75 in 
1917, and the writer believes that if it 
should sell there or somewhere above at 
any time in the next ten years, the reader 
will stand to gain something by refreshing 
his memory on the subject of Atchison. 

One could go through the list almost in- 
definitely without doing it justice. The 
case of Atchison could be applied to 
Pennsylvania, Reading or Northern Pacific 
with equal emphasis. Among the, indus- 
trials, the vicissitudes of American Smelt- 
ing, U. S. Steel, Republic Steel, Consoli- 
dated Gas, American Telephone or Ana- 
conda would furnish similar object lessons. 
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The Financial Management of Your 


Business 


Article No. s—How to Financially Expand or Contract an Old Busi- 
ness or Start a New One—Planning Your Business Future 


By PARK MATHEWSON 


Author of “Selling Your Credit,” etc. 


RESENT day conditions demand prac- 
tical, safe and rapid methods of ad- 
justing business to supply, demand 

and finances. It will play the managers of a 
business, as well as the investors therein, to 
watch these conditions very closely, to be 
sure that they have all the necessary data 
to be able to act promptly in any emergency 
during these rapidly changing conditions of 
business to-day. 

It is equally important to cut down or 
expand, to build a new plant or scrap an 
old one, in an economic as well as an 
economical manner. 

The present transition period of many 
businesses has started, in American indus- 
try, some intensive analysis and figuring as 
to the best ways and means to accomplish 


quick and practical results. Let us examine 
some of the fundamentals needful to be 
taken into consideration in deciding upon 


and putting into effect the necessary 
changes. The data to be examined differs 
little, whether expansion or contraction is 
contemplated, only the application of results 
must necessarily be reversed. To speed up 
or slow down we should know all the ele- 
ments of production, marketing, adminis- 
tration and finance, which will be affected 
thereby. 
How to Analyze the “Moves” 

We must examine and decide and chart 
these separately, although their considera- 
tion as a co-ordinated whole is, without 
question, much more effective; and, to ac- 
complish this collective planning, no prin- 
ciple is as satisfactory or practical as the 
budget methods. and forms, which, without 
doubt, should be employed in this matter as 
far as practicable. 

Whether the plan is to expand the busi- 
ness or contract it, we must, as stated, get 
the fundamental data to base our figures 
and conclusions upon, covering the follow- 
~ operating divisions. 

n the marketing division, we should, of 
course, first figure on the estimated amount 
of sales that it is planned to consumate dur- 
ing the coming year or period, for, as usual, 
the whole business practically rests on the 
amount of goods that can be placed—always 
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considering that this figure is carefully 
reckoned in connection with the other divi- 
sions, in relation to their ability to handle 
such expected sales. Therefore, not only 
the amount of sales, but the sales in the 
various divisions, or of the various classes 
of goods, must be carefully estimated and 
charted, so that other divisions will know 
what they will have to produce or what 
income the manufacturing business will 
produce to cover the general needs. 

The next consideration in the marketing 
division is the method of publicity or adver- 
tising in conjunction with the sales forces 
and sales plans necessary to market the 
amount of goods decided upon as the sales 
quota for the period. It is obvious that if the 
sales are to be reduced, these other factors 
should be considered and reduced propor- 
tionately. The reverse is the case where 
expansion is contemplated. 

Next we must consider the production 
department and, according to the amount of 
goods to be produced to furnish the sales 
department with the quota decided upon, it 
must be decided what changes are necessary 
therein. 

It is clear that if an increase is to be 
arranged in the production, it will be neces- 
sary to estimate or budget the proper 
changes to produce the desired change in 
production. For this it will not only be 
necessary to know the amount of factory 
space, machinery, etc., that will be used, 
but to figure out the amount of labor, ma- 
terials, and other elements which changes 
from the past plans will affect. 

It is equally true that in the administra- 
tive department (although it is not so vitally 
important as in the sales and production 
departments) changes must be made in a 
relative manner to administer the business 
on the new scale. Beside the office end of 
the administrative, the treasury, or finance 
end must be judiciously considered, not only 
in the office detail, but in the enlargement 
or contraction of the financial arrange- 
ments. 

This change in finances is usually of ex- 
ceptional importance to a company, and 
needs to be co-ordinated from the estimates 
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or budgets of the production department 
and the marketing department, so that any 
changes in amounts, seasonable needs, etc., 
can be considered and arranged for in ad- 
vance. 

It can, therefore, be easily seen that, even 
in moderate changes which do not necessi- 
tate drastic rearrangement of the company, 
co-ordination and charting, estimating or 
budgeting are of great value to the con- 
tinuation of a business which is changing 
its quotas or plans. 

For Expansion or Contraction 

More comprehensive plans are necessary 
where a considerable expansion -is contem- 
plated than where a reduction is to be 
effected, and some of these problems of 
expansion are here touched upon, with sug- 
gestions as to their most feasible and practi- 
cal handling. 

If a considerable expansion is contem- 
plated, such as the building of plants or 
greatly enlarged production, sales or adver- 
tising campaigns, it is necessary to consider 
whether it is desirable to finance these mat- 
ters from capital, temporary loans or the 
issue of new securities or obligations. As 
is well known, the financing of permanent 
improvements from temporary loans is de- 
precated, and also their financing from the 
surplus of the company, unless such surplus 
is more than ample for all general pur- 
poses. When expansion is in order, items 
to be debated and decided upon are esti- 
mates and plans for new securities and their 
marketing; also banking needs and the 
necessity for additional financing and fund- 
ing methods, in connection with banking 
institutions, are items to be carefully con- 
sidered and decided upon. 

In case of contraction, it is sometimes 
necessary to consider the requirements of 
old securities, the sale of plants or equip- 
ments, and disposal of the stocks of dis- 
continued goods. It is also needful to make 
appropriate cuts in sales and administrative 
appropriations and expense, and sometimes 
to make changes in banking or finance 
plans, as very few firms in these days can 
afford to run on an uneconomical or over- 
capitalized plan any more than they could 
afford to run on one which was inadequate 
or under-capitalized. As aforesaid, in 
either of the above cases, it is very im- 
portant that not only the management but 
the stockholders watch carefully the state- 
ment and figures or budgeted plans and 
actual results of the company under tran- 
sition, to be thus ready for suggestions, 
criticisms, or quick action in case any of 
the arranged plans do not work out 
promptly as expected. 
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Arrangements for New Plants 


The financing and financial manageme: 
of new plants or additional plants diffe: 
from the increase in production of ok 
plants, merely in the need of more extensiv« 
and exact studies of the conditions that ar: 
expected to be met. 

Previous to the financing studies should 
usually come a study of the strategic loca 
tion of the plant or plants, as to country 
state, city and exact location, which should 
be carefully worked up through an analysis 
showing the market for the finished pro 
ducts, the source of raw materials, the 
necessary transportation of both raw and 
finished materials, the labor and housing 
problems, cost of factory building and 
maintenance, taxes, and other important 
angles. 

After the general study and choice of 
location, the particular study of the local 
site and the arrangement of the building, 
the kind and number of buildings, and the 
technical and general equipment, and the 
estimated or tentative budget of their cost, 
as well as the analysis of when these costs 
will have to be met, by cash or other pay 
ments, should be carefully worked out. 

Next in the financing of these new opera 
tions must be carefully figured out the ten- 
tative estimate or budget on the purchase of 
raw materials, and the general running ex- 
pense of the production department, the 
marketing department, and the administra- 
tive department, and, with a new organiza- 
tion plan, at least in a tentative way, these 
figures should be drawn up for a term of 
years, to get the best possible view of the 
prospective company’s future and, in the 
rough, for the general industry. 


Relation of New to Old Company 


Another preliminary of importance to the 
final financial figures is to decide whether 
the new plant is to be a separate corpora- 
tion, or a corporate part of the parent or- 
ganization, and just what relations the 
two shall have to each other in general 
matters as well as finance. 

If the two are to be entirely separate, it 
will be necessary to figure on the amount 
and class of securities most desirable for 
the particular business in question, even to 
the classes of stock, voting powers, general 
scheme and plans for future management, 
control and expansion. 

After these and other detailed conditions 
of the business are carefully studied, 
planned and charted, the financial depart- 
ment will be in a position to consider the 
necessary funding and financial plans. 


(End of the Series.) 





Real Meaning of Exchange Discounts 


Ar. They Hurting Our Export Trade?—Why the Exchanges Must 
Be Corrected—Important Plans Now Under Consideration 


By JACOB H. SCHMUCKLER 


‘iE conditions of the foreign ex- 
T changes today admirably depict the 
financial and trade relations between 
the nations of the world. They clearly 
indicate that the United States has become 
the creditor nation, that the world is taking 
far more commodities from us than we 
from it, that a good part of the world is 
ereaily indebted to us, and that many 
nations want our products but have not the 
fina: cial means to pay for them at present. 
in ‘ne, the exchanges indicate the pre- 
don nant position gained in foreign finance 
and trade by the United States during the 
war. 

lve greatest problem before the world 
today is how to hasten the return to the 
normal way of doing things. In order that 
the world may resume its normal life, 
Europe, including Germany, must have 
large supplies of all sorts of commodities. 
Unfortunately, however, she has not the 
financial means to pay for them right now, 
and must therefore be extended credit with 
which to buy. But she will have to get 
to work to create commodities with which 
to pay. 

the United States is the large supply 
house of the world, and to it will 
und ubtedly fall the lion’s share in supply- 
ing Europe with her needs for reconstruc- 
tion, but it is quite erroneous to believe that 
the task will be exclusively American. The 
United States is, therefore, under obliga- 
tion, in a certain sense, to help finance 
Europe until she arrives at the point where 
she will be able to pay for her imports 
with her own goods. 

The productive capacity of this country 
has been very much enlarged since the be- 
ginning of the European war. We have 
clearly gotten to the position where we have 
greet surpluses to export, and we must find 
marets for them. We can hardly hope 
to hold our exports on high war levels, and 
this would in many ways be undesirable, 
but if we are to have industrial prosperity 
here we shall have to maintain our exports 
wel’ above pre-war figures. 


The Course of the Exchanges 


The subject of the foreign exchanges is 
a niystery to the layman, but more because 


of preconception than inherent difficulties. 
The rate of exchange between any two 
countries is the ratio of their currencies. 
For example, we say the rate of sterling 
is 4.18%, which means that the pound will 
command 4.18% dollars. Now, on the 
basis of the standard mint values, the pound 
sterling should command 4.866 dollars, 
which figure is called the par of exchange. 
Without going into the many complications, 
the rate of exchange on any nation is at 
a premium, or above par, when the demands 
for bills upon it exceed the supply, and 
conversely, the rate is at a discount, or 
below par, when the supply of bills exceeds 
the demand for them. In normal times the 
exchanges between any two countries 
fluctuate within rather narrow limits, called 
the “gold points” fixed by the aggregate 
costs of shipping gold. These have been 
entirely disregarded during the war, as 
export embargoes were placed on gold. 

The accompanying graph presents the 
course of the principal exchanges since 
the beginning of the European war. The 
seven exchanges chosen include the three 
principal ones, and four others, which are 
samples showing the conditions of the 
neutral exchanges, South American and 
Oriental. The rates are the highest during 
each month, and through November, 1918, 
are those for sight drafts, and from then 
to date are those for checks. 

A detailed discussion or analysis of the 
course of the exchanges need not detain 
us here. The sharp declines in the Allied 
exchanges since last March are due to the 
removing of the supporting “pegs” by the 
respective governments. Suffice it to say 
that despite the substantial premiums exist- 
ing at one time or other during this period 
on all the exchanges in terms of the Ameri- 
can dollar, practically all the currencies of 
the world are today at a discount compared 
with our dollar. The only important ex- 
ception is the Japanese yen, on which the 
premium is about 4 per cent. 

The Allied exchanges are in a state of 
serious demoralization, because the supply 
of the foreign bills far exceeds the demand 
for them, and because the demands to settle 
obligations upen America far exceed the 
available dollar credits. Sir George Paish’s 
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prediction of some weeks back that sterling 
would decline to $4.00 unless something 
radical was done immediately, was sealed 
with the label “pessimism” and temporarily 
forgotten, but the king-pin of the exchanges 
has been down to 4.12%. The franc and 
lira have also hit low records recently. At 
prevailing quotations the pound sterling is 
at a discount of about 14 per cent. in terms 
of the dollar, the franc about 35 per cent. 
and the lira about 45 per cent. 


The Exchange Must Be Corrected 


Exactly what does it mean to say that the 
exchanges are at a discount in terms of the 
American dollar? It means that a pound 


sterling will command 14 per cent. less of 


160 
150 
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The effectiveness of an abnormally low 
exchange rate to curtail imports was clearly 
stated in Lloyd George’s latest speech on 
Britain’s trade policy. He suggested the 
removal of import restrictions on Septem- 
ber 1, excepting for the so-called “key” in- 
dustries, but believed that the exchange rate 
was low enough to discourage large impor- 
tations. Measures are also to be enforced 
to restrict the importation of articles at 
prices which are below the domestic cost 
of production, and preference within the 
Empire is provided for. 

Great Britain has also removed the re- 
strictions on the exportation of capital so 
that loans can now be made to other nations. 
The plan will not result in the actual send- 


COURSE OF FOREIGN EXCHANGE SINCE 19/4 


140 


120 
110 
100 
90 


70 
60 
50 
40 


American dollars than at par, that the franc 
will command about 35 per cent. less and 
the lira 45 per cent. less. Translated into 
terms of commercial transactions, the Eng- 
lish exporter must pay $1.14 for every 
dollar of American goods he buys here, the 
French importer $1.35, and the Italian im- 
porter $1.45. How can export trade flourish 
under such a heavy penalty? One of the 
prominent New York banks admirably 
summed up the situation when it stated that 
the serious discounts on the Allied ex- 
changes had the same effect as high export 
duties. These abnormal discounts tend to 
encourage exportation from the countries 
whose currencies are depreciated and also 
encourage the sale of American securities 
by foreigners. 


ing of capital out of the country, for the 
procedure will be to set up credits in 
London for the various countries to draw 
against through the sale of securities in 
London. The proceeds are to be used for 
the purchase of British goods. Great 
Britain appears, therefore, to have sepa- 
rated from her strictly free-trade policy of 
pre-war days, and is determined not to give 
up her position of supremacy to us without 
a struggle. A large loan is stated to have 
been made to Finland. 

It cannot be emphasized too strongly that 
we cannot hope for an extensive export 
trade or trade and financial supremacy unti! 
the exchanges are corrected. In fact, our 
export trade is threatened, and already there 
are marked indications that the nations of 
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Europe are shifting their purchases so far 
as possible to other markets where the 
exchanges are more favorable to them. 

The statistics of our July foreign trade 
furnish excellent food for thought in con- 
nection with the discounts on the European 
exchanges. Exports dropped $350,000,000 
from the high in June and amounted to 
$;70,000,000, which is still an increase of 
about $63,000,000 from June, 1918. This 
advance is rather insignificant compared 
with the rapid gains of the previous months 
of 1919 over the corresponding months in 
i918. Imports, on the other hand, were the 
largest on record. These were valued at 
$345,000,000 as against $293,000,000 in 
June, 1919, and $242,000,000 in July, 1918. 
The trend of imports has been steadily up- 
ward since December, 1918. The balance 
of trade in our favor during July was only 
$225,000,000, which is the smallest for a 
number of months. The balance for the 
seven months ended July 31, I919, was, 
however, about $1,000,000,000 greater than 
in the corresponding period of 1918. 

The disparity in the exchanges is given 
as one of the chief causes for the slump in 
exports, though the shipping strike during 
the early part of July, and the reduced 
shipments of supplies and food by the 
\merican Relief Administration also partly 
wccount for the decline from previous 
months in 1919. The equalization of our 
exports and imports would indeed be a 
blessing, for it would reduce the demands 
ior bills to settle obligations to America 
nd would tend to hasten the correction of 
the exchanges. But we can hardly hope 
for this until the world as a whole substan- 
tially increases its production. Another 
point is that this equalization would help us 
materially only if we increased our imports 
in large measure from Europe, as our 
tremendous favorable balance arises chiefly 
out of the excess of exports to, over imports 
from, that continent. 


Efforts at Correcting the Exchanges 


The necessity of our retaining an exten- 
ive export trade was discussed above, but 
uur exports are threatened because of the 
onditions in the exchanges. We cannot 
hope that imports will equal exports for a 
ong time, and besides, Europe is heavily 
ndebted to us. We must correct the ex- 
hanges if we want to hold our export trade, 
nd there is only one way to do this, and 
hat is, to extend long-term credit to 
urope. 

The United States Government has 
oaned the Allies about $10,000,000,000. 
‘his it did under the stress of war neces- 
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sity, but it has since definitely announced 
that the problem of financing our export 
trade is strictly one for private interests. 
The War Finance Corporation still has 
about $1,000,000,000 to extend to exporters, 
but there are many complications which 
vitiate the value of such advances. Some 
bankers, who feel that the Government will 
have to play the leading role in financing 
Europe, are now suggesting a plan whereby 
the War Finance Corporation will form the 
center of the whole works. 

The problem of financing Europe is 
essentially one of investment and not bank 
credit. The assets of our banks must be 
kept liquid. The crux of the whole matter 
is how to induce American investors to buy 
foreign securities and pay for them out of 
their savings. This is desirable not only 
to keep down the inflation here but also to 
increase the supply of capital to care for 
the world’s needs. Consumption must be 
curtailed to necessities both here and 
abroad and people must save. 

Ever since the armistice there has been 
much discussion as to various methods of 
extending financial assistance to Europe. 
To date nothing definite has been done, 
however, and indications point strongly to 
the matter being postponed until the ratifi- 
cation of the treaty of peace. In view of 
recent political developments, this may be 
some months yet. 

The two plans discussed which are most 
in favor are Mr. Davison’s proposal for a 
large investment trust and the co-ordination 
of the financial and industrial interests of 
the country, and Senator Edge’s bill for the 
creation of large export corporations, under 
the supervision of the Federal Reserve 
Board. The latter plan has the approval 
of the Federal Reserve Board and the 
Secretary of the Treasury. Both have been 
analyzed and discussed in previous issues 
of THE MaGazIne or WALL Street. No 
plan, in my opinion, can be successful which 
does not co-ordinate the activities of this 
country and Europe, which does not provide 
for centralization, and which will not in- 
duce Europe to get back to producing. 

While no comprehensive plan has been 
finally agreed upon, private interests have 
extended large credits to Europe in the 
past few months. A number of acceptance 
credits have been opened, and the Foreign 
Credit Corporation has been formed by a 
number of prominent banks in the country 
to accept bills of both foreign and domestic 
clients in the financing of exports. A few 
foreign securities have been floated, and 
while a number are in prospect, they have 
been temporarily delayed by the very un- 
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satisfactory condition of the investment 
market and industrial relations in this 
country. Some firms have extended credits 
to foreign clients, but the big plan, which 
is sorely needed, is still held in abeyance. 

The extending of credits would help the 
exchanges by creating dollar credits upon 
which the Europeans could draw in settling 
their obligations here, but any means that 
will do this will help. As a temporary 
expedient, Great Britain, in agreement 
with the Transvaal producers, has restored 
the free market for such gold in London. 
It is stated that the purpose is to sell the 
metal in the most profitable market, which, 
under present conditions, happens to be 
New York. This is so because a gold pound 
sterling sells at its full par value of $4.86, 
while a sterling check or bill sells at $4.20. 
The plan followed will undoubtedly be to 
send the gold and draw the bills against it in 
London. The full effects of this plan are 
yet to be seen, as no large shipments have 
been made, though we hardly believe that 
this will greatly relieve the situation. 

Another method is to sell foreign hold- 
ings of American securities in this market. 
The serious discounts on the exchanges 
work to the benefit of foreigners, for they 
receive dollars in payment for the issues 
they sell. This advantage tends to offset 
the effect of the market depreciation in 
bonds and many stocks. There are a num- 
ber of reports current that liquidation on 
a substantial scale is now going on, though 
it must be remembered that foreigners have 
already sold considerable amounts of their 
holdings of American securities. What- 
ever liquidation there may be, however, will 
aid to bring the exchanges close to normal. 

Sir George Paish proposes an interna- 
tional £5,000,000,000 5 per cent. loan to be 
taken in definite proportions by the nations 
of the world, as a means to restore the 
financial conditions of the world to normal. 
The plan: provides for complete co-opera- 
tion of all nations, the various governments 
working through private bankers. Sir 
George Paish has been very emphatic on 
the need of full co-operation to solve the 
world’s present difficulties, and there can 
be no parting with him on that point. 
Whether or not his plan of an international 
loan is practicable and will be resorted to 
finally, remains to be seen, but this cer- 
tainly is not a time for stressing selfish gain 
to the detriment of the general welfare. 


American Investors and Foreign Securities 


Prior to the outbreak of the European 
war, American investors had shown hardly 
any desire to make large investments in 
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foreign lands. Conditions created by the 
war changed this situation somewhat, but 
this was done under the stress of war neves- 
sity, and largely on the basis of patriotism, 
for we had to help the Allies. 

Whether the American people will he- 
come large investors in foreign securities 
is an important question. It must be stated, 
however, that the inculcating of this habit 
will require much education and that the 
securities offered will have to be made 
attractive from the investment standpoint. 
Europeans are reported to be complaining 
of high interest rates, but it is well to 
remember that interest rates have advanced 
materially from pre-war levels. Perhaps 
the emphasizing of the patriotic necessity 
of buying foreign securities will help to 
keep interest rates lower than they would 
have to be on a strictly business basis. Tlie 
truth of the matter is that since our pros- 
perity depends largely upon an extensive 
export trade, which is in turn dependent 
upon extending financial assistance to 
Europe, the appeal to the American people's 
patriotism is justified. 

A very vital consideration in connection 
with investing in foreign securities is the 
question of speculative profits through 
advances in foreign exchange rates. Tl}. 
question is whether the securities issue: 
should be in terms of foreign or dollar 
currency. If the securities are in terms of 
the latter the foreigner assumes all the risks 
involved in exchange; if in terms of th 
foreign currencies, the American investor 
assumes the risks. 

American investors, therefore, have 
strong predilection for securities issued in 
the dollar denomination, and most of the 
securities floated here have been in term 
of it. The following of this policy woul: 
aid the floating of future issues. Still, the 
present condition of the exchange offer 
Americans who buy foreign securities in 
foreign denominations large profits event 
ally, though there are a number of obstacles 
in the way of this plan, and the full ri 
of variations in the exchanges is assume’! 
Objections are the disadvantage of doubic 
taxation and the difficulty of immedia‘e 
transfer. It is stated, however, that pla: 
are being worked on now to remedy t! 
difficulty of delayed transfer and to conve: 
many securities into those of dollar denomi- 
nation. 

Let us take a concrete example. Suppo:c 
a good English railway preference stock is 
selling to yield about 7% per cent. to tli 
English investor. Sterling is at a discou 
of about 14 per cent., so that the yield : 
the American investor is more than 8 pe: 
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‘ent. There are also chances for specula- 
ive profits if the exchanges have advanced 
y the time he sells, though he loses if 
xchange moves the other way. A number 
if very attractive issues can be bought and 
-xtensive purchases of this character would 
help the exchanges, still the difficulties 
nentioned above may hinder this movement 
leveloping on a large scale, until remedied. 


Summary 


The Allied exchanges are at serious dis- 
‘ounts, and unless corrected in the early 
future threaten our export trade. The way 
to bring the exchanges back to normal is 
to increase the supply of dollar credits or 
the supply of bills to settle obligations to 
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America. A number of methods can, and 
have been, employed to do this, but the 
chief one is the purchase of foreign securi- 
ties by American investors, who should pay 
for them out of savings to avoid further 
inflation and increase the supply of capital. 
Nothing definite on a large scale has yet 
been done in this direction, but something 
will have to be done soon. The present 
condition of the exchanges offers American 
investors a number of foreign issues at 
bargain yields and also prospects for good 
speculative profits through appreciation in 
the exchanges. Still a few difficulties re- 
sulting from the purchase of such issues 
will very likely have to be removed before 
this will be done in any large measure. 
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Burning Zenger’s “Weekly 
Journal” in Wall Street, Novem- 
ber 6, 1734. The “Weekly Jour- 
nal,” edited by one Peter Zenger, 
was ordered by Governor William 
Crosby to be publicly burned by 
the city hangman, as it was 
charged that the paper contained 
seditious matter. Zenger was 
thrown into prison but was subse- 
quently released. In the illustra- 
tion, the buildings at the right are 
the City Hall and the Presbyterian 
church. The original Trinity is 
indicated in the distance. Stocks, 
whipping-post, cage and pillory 
are shown at the head of Broad 
Street. 





Leading Opinions 


About Financial Investment, Banking and Business Conditions 


“Peak of Prices Has Been 
Reached”—President Wilson 


In the address of President Wilson on the 
railroad wage question occurs the statement 
that he believes the peak of the cost of liv- 
ing has been reached, and that further price 
changes in the staple commodities will be 
downward in direction. Therefore, he points 
out, it would be unjust to establish a perma- 
nent wage scale on the basis of a cost of 
living which will go down. He says on this 

int: 

“The substantial argument which the shop- 
men urge is the very serious increase in the 
cost of living. This is a very potent argument 
indeed. But the fact is that the cost of liv- 
ing has certainly reached its peak, and will 
probably be lowered by the efforts which are 
now everywhere being concerted and carried 
out. It will certainly be lowered so soon as 
there are settled conditions of production and 
of commerce; that is, so soon as the treaty 
of peace is ratified and in operation, and 














Coffman in the Milwaukee Wisconsin-News 
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merchants, manufacturers, farmers, miners all 
have a certain basis of calculation as to what 
their business will be and what the conditions 
will be under which it must be conducted. 

“The demands of the shopmen, therefore, 
and all similar demands, are in effect this: that 
we make increase in wages, which are likely 
to be permanent, in order to meet a tempo- 
rary situation which will last nobody can cer- 
tainly tell how long, but in all probability 
only for a limited time.” 


“Tax System Causes 
Rising Prices”—Kahn 
To all the causes for high prices that have 
been advanced to date profiteering, currency 


inflation, unrestricted exports—Otto H. Kah 
has added the war-time system of taxation i 
a memorandum sent by request to an officia! 
at Washington. His opinion is that one grea’ 
factor in bringing down prices will be 
reduction in taxes or a change from present 
methods. In part, Mr. Kahn said: 

“It is, I believe, a demonstrable fact that 
the unscientific system of taxation adopte 
in this country since 1917 has played a con 
siderable part in boosting prices. 

“The excess profits tax has tended to in- 
crease actual cost of production, inasmuch a: 
costs naturally are deducted before taxable 
profits are arrived at, and, therefore, under 
the operation of the excess profits tax there 
is not the same inducement as under normal 
circumstances to keep costs down as much 
as possible, but in fact rather the reverse.” 


“No Prosperity Without 
Co-Operation”—Roberts 

If everybody is going to clamor and strike 
for more pay or more profits, as the case may 
be, and depend on the huge crops to bring 
prices down, they will be making the mis- 
take of their lives, says George E. Roberts, 
vice-president of the National City Bank. 
The only sane method is to keep up the sense 
of community of interests and the co-opera- 
tion which prevailed in war time and extend 
it to present conditions. 

“We have no bumper crops,” says Mr. 
Roberts, “and therefore the reduction in food 
and clothing prices, which is necessary to 
general price reduction, cannot be expected. 

“It is strange that people who during the 
war were willing to make sacrifices for the 
common interest, to deny themselves or give 
their labor to uphold the Government and the 
nation in a conflict with foreign powers, 
should suddenly lose apparently all sense of 
obligation to the common interests. There 
can be no prosperity for the people of this 
country except by willing co-operative in- 
dustry, each individual and group doing its 
duty in its own field, without arbitrary de- 
mands, satisfied with a reasonable adjust- 
ment of its relations to others.” 


“Export Slump Due to 
Exchange”—Reynolds 


The decline in foreign exchange has caused 
a corresponding reduction in our exports 
which may spoil our “favorable” balance of 
trade, but. eventually will result in lower 
prices in this country, if that means anything 
to anybody, according to Arthur Reynolds, 
vice-president of the Continental and Com- 
mercial Bank of Chicago. In a newspaper in- 
terview, he said: 

“A very large curtailment in foreign exports 
has been caused by the advanced value of the 
dollar in Great Britain and France. The 
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alue of the pound sterling is so low that it 
akes a considerable percentage above par for 
oreign buyers to purchase commodities they 
yrmerly bought when there was not such 
. large difference in the exchange. 

“Any reduction in exports from the United 
States will tend to reduce prices here.” 


“We Must Have Foreign 
Outlet,” Owen Asserts 


We may choke on our own overproduction 
f something is not done to make foreign 
markets available to us by stabilizing their 
xchange, in the opinion of Senator Robert 
L. Owen as expressed in a letter to President 
Wilson. Unless this is done, he says, we 
shall find ourselves loaded up with products 
and no place to sell them, and then will fol- 
low a period of low prices artificially pro- 
duced. He summarizes the situation as fol- 
lows: 

“Unless immediate steps are taken I fear 
a serious business reaction will take place 
in the United States by cutting off a large 
part of our foreign market for our surplus 
products throwing these products back on the 
United States, and causing a very serious re- 
cession of prices due to overproduction. I 
agree that prices should come down but the 
reduction should be by the elimination of 
excess profits artificially placed upon goods, 
and they should not come down by cutting 
down the wages paid to labor.” 


Barnes Defends 
Price of Wheat 

If you’re paying too much for a loaf of 
bread, don’t blame it on the grocer, nor 
on the grain dealer, nor on the farmer, nor 
on the U. S. Grain Corporation. Julius H. 
Barnes, wheat director of the United States, 
tells you what to blame it on in a statement 
issued to the public in which he tells why 
the Government is going to maintain the 
fixed price of $2.26 a bushel on wheat. He 
says: 

“Our people should understand these salient 
facts regarding the world’s wheat situation. 

1. Shrinkage in North American promise, 
since June 1, of probably 400,000,000 bushels. 

2. Shrinkage, the result of lesser acreage 
and of soil deterioration, in European wheat 
and rye production, promising, outside of 
Russia, a total bread grain yield of 1,500,000,- 
000, against a normal production of 1,800,000,- 
000 bushels. 

3. The elimination by war and famine of 
Russia, Rumania and India, formerly contrib- 
uting to consuming Europe 300,000,000 bushels 
of bread grains. 

4. The advance in Argentine prices under 
world demands until today, with longer voy- 
age and higher freights, Argentine wheat 
costs delivered Europe fully cents more 
per bushel than American wheat delivered 
Europe.” : 


Hurley Tells of Three 
New Uses for Shipping 
According to former Chairman E. N. Hur- 
ley of the Shipping Board, a ship of the 
United States merchant marine should be 
more than just a ship—it should also be a 
Government mail carrier, a wireless trade 
news service, and a training school for future 
American marine officers. In an article in a 
New York newspaper he summarizes the 
future uses of our shipping as follows: 
“There are three great national needs which 
our merchant fleet should be designed to fill 
in addition to freight carriage, which is its pri- 
mary function. They are: The establishment 
and maintenance of an American ocean mail 
service capable of covering the world. A 
centrally controlled wireless telegraph service 


ph ind 


ewe 


HIGHER 
WAGES 


STRIKE | We 
HIGHER. | 
cosT oF ‘da 

: LIVING . 

Se 
(jt "ny Z 


AM STRIKE 


™ 
¢ 
OF ir COSY ‘ 


» A 
i 


Rogers in the New York Herald 


NEARING THE INEVITABLE END 

for use in promoting the safety of life and 
property at sea, and for giving to American 
shipping and business the advantage of con- 
stant commercial information. Also adequate 
provision for the training of an officer per- 
sonnel capable of making sure that our ships 
will always go to sea in charge of American 
citizens.” 


Nat’l Bank of Commerce 
Deprecates Pessimism 
“So what’s the use of worrying?” trans- 

lated into more dignified language, is the 
message of the National Bank of Commerce 
in its recent statement advising optimism as 
to the prevalent industrial unrest and the at- 
tempts to bring down thc high cost of living. 
In the words of the bank’s letter: 
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“There would not seem to be grounds for 
undue apprehension. The business activity of 
the country is based on fundamentally sound 
and essential production. With due consid- 
eration given to producing costs, the price- 
level agitation does not threaten general busi- 
ness activity, and losses resulting therefrom 
should fall mainly on speculative profiteers. 
Furthermore, as the Federal Reserve Board 
has pointed out, the existing level of prices 
has not resulted from an undue inflation of 
currency.” 


“Clearing-House Should Watch 
Foreign Credits”—Outerbridge 


Indiscriminate buying of foreign securities 
to improve the exchange situation may do 
as much harm as good, in the opinion of E. 
H. Outerbridge, noted New York banker. 
The central clearing-house that he suggests 
would make an inventory of the resources 














—McCutcheon in the Chicago Tribune 


IF CAPITAL AND LABOR DON’T PULL TO- 
GETHER 


and credit needs of the foreign countries seek- é 
ing loans here and so distribute credit that 
no foreign country would be, so to speak, 


overcapitalized. In an article in a New York 
newspaper he says: 

“There is a necessity of having some cen- 
tral clearing-house with which all credit is- 
suing institutions or individuals will co-operate 
and to which they will report their aggregate 
credits to each place and country. This credit 
clearing-house should have at its command 
the fullest and best possible information of 
those general and: specific conditions in for- 
eign countries upon which commercial and 
financial credit can be safely predicated. 

“Unless such a central credit clearing-house 
is established, where at all times the aggre- 
gate amount of. credit issued or outstanding 
by financial institutions:in the United States 
to any given place or country can be known, 
it is certain with many active agencies in the 


THE MAGAZINE OF WALL STREET 


field seeking business and issuing credits, that 
aggregate credits may be given in some cases 
far in excess of that justified by the national 
wealth, assets and economic condition of the 
country involved. 

“Since the volume of credit that must be 
extended can only be provided by the wide 
distribution of securities of some sort to the 
people at large in the United States, it is 
of prime importance for their safety and for 
the promotion of the habit of thrift and in- 
vestment that the foreign obligations stand- 
ing behind the securities which the public is 
asked to absorb should at all times be within 
the conservative limit of economic justifica- 
tion.” 


Labor Sees Light? 
Says R. C. Mayer & Co. 


Tired of following the pursuit of happiness 
within the vicious circle of higher wages and 
still higher costs of living, labor has de- 
termined to wait for the efforts to. bring down 
prices to have effect and in the meantime 
to increase production, thereby aiding in the 
deflation of prices, according to Robert C. 
Mayer & Co., investment bankers of New 
York. In a letter the company says: 

“The strike epidemic is abating. Evidence 
is not lacking that a second sober thought fol- 
lowing upon an exhibition of firmness by 
the Administration is swaying-union officials. 
With organized labor determining to await 
the outcome of the present efforts to reduce 
the cost of living before pressing demands 
for further increases in wages, the situation 
resolves itself into a truce, with good pros- 
pects for eventual peace in industry. 

“Labor agrees to stay at the helm and pro- 
duce if present living costs are lowered. As 
this new policy of labor must, through an 
increase in production, cause a fall in com- 
modity prices, the outlook is at once brighter.” 


“Columbia Will Rule 
The Waves”—Grace 


The old chorus “Britannia rules the waves” 
may have to be modified by the substitution 
of another name unless Britannia quits strik- 
ing and gets into overalls again at the ship- 
yards, according to W. R. Grace, head of 
the firm of W. R. Grace & Co., of New 
York. On his return from a five months’ trip 
to Europe he gave as his impression of the 
shipping situation: 

“I do not believe that any one here realizes 
the serious situation of shipping in England 
and the other Allied countries. In England 
there is no indication that an approach to 
normal conditions has even begun, and, al- 
though there is some building, there is the 
unrest of labor. I cannot foresee any im- 
mediate change for the better. 

“To me it is evident that the United States, 
with its building programme rapidly going on, 
will soon occupy a dominating position in the 
world’s shipping.” 





Seven Per Cent. and Safety 


\\hy We Still Have Good Bonds Giving High Yields—The Case of 
Railroad Issues—A List of Attractive 7% Bonds 


By JOSEPH B. COWETT 


f is now more than ten months since the 
Armistice was signed, and still the 
writer says, “7 Per Cent. and Safety.” 

‘is sounds like war-time yields for secure 

honds. 

for a few months prior to November, 

i8, bond prices had advanced, and op- 

1ism as to the future of the bond market 
nost immediately replaced the almost 
iversal pessimism. 

This came naturally as a reaction from 

:.e sharp decline which bonds had been 
periencing from the beginning of 1916 to 
ptember, 1918, and the slight advance 

i.ade everybody happy. Unfortunately, 
wever, the general trend soon turned 

»wnward again, but for only a short 

hile. 

The course of the bond market since 

inuary, 1918, is presented in the accom- 

anying graph. It clearly shows that the 


verage of prices for high-grade railroad 
'onds during August set a new low record 
or the period covered, as did also public 


tility issues. Second-grade railroad issues 
ave also receded sharply since last No- 
ember, but are still above their previous 
ws since January, 1918. 

Industrial bonds have moved in a dis- 
inctive manner, holding generally more 
firm than any other class. The reasons for 
his were discussed in an article en- 
titled “Industrial Bonds Which Are Still 
heap,” in the May toth issue of 
(HE MaGazIne oF Watt Street. The 
rather sharp declines in the averages for 
ill classes of bonds from levels in the 
earlier months of the year were undoubt- 
‘dly due to the realization that demands 
upon the capital market would continue 
heavy for,some time, and the expectation 
if bargains among the many flotations in 
prospect. 

It is the course of the bond market 
since the Armistice, as outlined above, that 
makes consistent the title used at the head 
of this article. There are a number of 
good bonds to be had yielding 7 per cent. 
or over, and some of the best of these will 
be treated here. 

The future course of the bond market is 
of course a fundamental consideration for 
the prospective purchaser. The writer be- 
lieves that the bond market will continue 


without much change for some time, but 
that the bottom has about been reached. 
This means that very little is to be gained 
by postponing purchases in the hope that 
they can be made at lower levels. This is, 
I believe, the time to buy bonds, but they 
must be discriminately chosen. Purchases 
should be restricted to well secured issues, 
and as the yields obtainable from such 
bonds are in many cases very liberal, the 
investor does not have to resort to specula- 
tive issues in order to secure a large return... 


Railroad Situation and Railroad Bonds 


Most of the well secured issues yielding 
the high rate of 7 per cent. or over are in 
the railroad group. Such bonds have been 
affected not only by the advance of the 
general level of interest rates, but have also 
been adversely affected by the very un- 
favorable developments in the railroad 
situation in the past few years. 

The railroad situation is bad, and the 
future of the roads is not known in nice 
detail, but quite regardless of all the radi- 
cal agitation as to operation, control or 
ownership and regardless of what labor 
will do, I believe that railroad bondholders, 
who hold issues well protected by asset 
values and earnings, need fear little about 
the final adjustment of the railroad prob- 
lem. The brotherhoods or any other group 
of men in this country cannot take property 
“without due process of law,” unless we 
have a revolution, which is highly improb- 
able. Separating the roads from their 
owners would necessitate a valuation of the 
roads, and it is a generally accepted propo- 
sition that the railroads of this country are 
not as a whole overcapitalized, and this is 
especially true in the case of almost every 
road as concerns bonded indebtedness. 

If this argument is correct, investors 
need have little apprehension as to buying 
well secured railroad bonds solely because 
they are obligations of railroads. Their 
interest will be well protected and holders 
will secure a good income and eventually 
reap the benefit of good market appre- 
ciation. 


List of Attractive 7% Bonds 


The accompanying table presents a num- 
ber of well secured bonds yielding 7 per 
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cent. or over. In the writer’s opinion they 
are all bargains around prevailing prices. 


Some Bonds Analyzed 


Short analyses of some of the more im- 
portant issues are given below: 

Colorado Industrial 5s. Interest and 
principal guaranteed by the Colorado Fuel 
and Iron Company. A direct obligation of 
the issuer, now owned or hereafter ac- 
quired. The Colorado Fuel and Iron leases 
all the property subject to operation of the 
Colorado Industrial Company, paying as 
rental an amount sufficient to cover inter- 
est charges, sinking fund requirements 
and expenses of any kind in connection 
with the property. As the assets of 
Colorado Industrial have a large value to 
the guarantor, the guarantee has vital 
force. Sinking fund of 4c. a ton of coal 


THE MAGAZINE OF WALL STREET 


up better with improvement in the copper 
industry. Bonds convertible into stock a: 
35, though conversion figure is to be low 
ered if other bonds are issued to be co: 
verted at smaller quotations. Authoriz« 
$100,000,000 ; outstanding about $35,000,00 
and $15,000,000 reserved to retire cor 
vertible 7s. Considering security, a bar 
gain at prevailing prices and even a fe\ 
points higher. 

Chesapeake & Ohio 4%s. Secured by) 
junior lien on various mileage and unde: 
terms of indenture no future mortgag: 
may be placed upon mileage owned at dat: 
of this issue without equally securing it 
Chesapeake has been doing very well de 
spite the very unsatisfactory general con 
dition of the railroads. Actual earnings in 
1918 were nearly $4,000,000 greater than 
the standard return guaranteed by the 





ATTRACTIVE BONDS YIELDING 7% OR OVER. 


Issue 


Colorado Industrial First 5s 
Chile Copper Collateral Conv. 6s 


Computing, Tabulating & Rec. S. F. 6s........... 


Chesapeake & Ohio Convertible 414s 


Laclede Gas Collateral 7s 


Denver & Rio Grande Consolidated 4%4s......... 


Rio Grande Western First 4s 
St. Louis, Iron Mountain & Southern Ref. 4s 
St. Louis, Iron Mountain & Southern Gulf 4s 





and 1oc. per ton of iron mined should help 
to protect the equity of the bondholders. A 
very attractive issue at these prices, and is 
unquestionably selling below its intrinsic 
worth. 

Chile Copper 6s. A direct obligation of 
the company and secured by a lien on the 
entire capital of the Chile Exploration 
Company, the operating property, subject 
to $15,000,000 convertible 7s. Chile Copper 
owns what is stated to be the largest copper 
deposits in the world, which have an excep- 
tionally long life. Property very efficiently 
operated and equipped and cost of produc- 
tion comparatively low. Production at 
present far below possibilities, but plans 
have been under operation for some time to 
increase the output. The consummation of 
such a plan would materially benefit 
holders of securities, as it would enlarge 
earnings. Total interest charges earned 
about 3.3 times in 1918 and 4.4 times in 
1917. Earnings in the first half of 1919 
rather unsatisfactory, but the depression in 
copper adversely affected the earnings of 
all copper properties. They should show 
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Yield 
Maturity Price to Maturity 
1934 
1932 
1941 
1930 
1931 
1934 
1952 
1925 
1929 
1936 
1939 
1929 
1933 
Government. Road one of the few to earn 
larger net along with gross in 1918 as com- 
pared with 1917. Earnings since the begin- 
ning of the year have shown further im- 
provement over corresponding periods in 
1918. Prospects of the road good. Has 
tripled volume of business since 1909, and 
net earnings have about doubled. Property 
financed largely out of earnings and $30,- 
000,000 has been plowed back into road in 
past ten years. Total interest charges 
earned 1.91 times in 1916, 1.82*times in 
1917 and about twice in 1918, on the basis 
of actual earnings. Road well maintained. 
Conversion privilege appears to have 
hardly any value. Bonds cheap and good 
prospects for better prices as conditions in 
the bond market and railroad situation be- 
come more normal. 

New York, Chicago & St. Louis 4s. 
Nickel Plate has quietly been showing up 
very well. In 1918 the road earned $1,615,- 
655 more than the guaranteed return. 
Earnings have been showing good expan- 
sion since the close of 1914. Net operating 
income in 1918 increased about 50 per cent. 








SEVEN PER CENT AND SAFETY 


over the 1917 total. Total interest charges 
earned 2.35 times in 1916, 1.64 times in 1917 
aad 2.68 times in 1918. Traffic of road well 
iversified, and operating efficiency is on 
up-grade. A direct obligation of the com- 
pany, and equally and ratably secured with 
cond and improvements 6s. Issue ap- 
ears to be good bargain. 
Chicago, Rock Island & Pacific 4s. Ac- 
ding to official valuation, assets of road 
xceed its total capitalization, including 
-ommon stock, by $64,000,000. Bonds 
herefore have ample assets. On 10-year 
.verage total interest charges were earned 
bout 1.4 times. In 1916 they were earned 
65 times; in 1917, 1.7 times, and in 1918 
slight deficit was shown, but the Federal 
‘ompensation covered interest charges with 
. good margin. Road operates in a pros- 
rous and growing territory, and has 
right prospects. Traffic diversified and 
roperty has been well kept up. A distinct 
bargain at prevailing prices. 
Tennessee Copper 6s. Assets behind this 
issue conservatively placed at 400 per cent. 
of par value. Company earned total inter- 


est charges 5 times in 1916, 6 times in 1917 
and 4.4 times in 1918. Even in the dullest 


vears before the war interest requirements 
were covered twice over. Extensive plans 
stated to be under way to develop big fer- 
tilizer business. This should improve posi- 
tion of the property. Conversion privilege 
appears to have little value. Liberal sink- 
ing fund provided for, which should help 
strengthen the equity of the bonds. An 
attractive issue, and early maturity should 
help market appreciation. 

Denver & Rio Grande 4%s. Part of a 
closed mortgage secured by a first lien on 
more than one half of the property. Com- 
plication in connection with Western Pa- 
cific guarantee have had a depressing effect 
on the market values of this issue, but these 
bonds are secure under any but almost im- 
possible adverse developments. Prior in 
lien to about $51,025,000 of three other 
bond issues. Total bond interest earned on 
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average of 1.44 times in the past ten years 
and about 1.2 times in 1918, though pay- 
ment on some issues has been deferred be- 
cause of postponement of signing the con- 
tract for road’s compensation. Operating 
efficiency appears to be very satisfactory, 
and amounts set aside for maintenance 
have been showing good improvement. 
Issue legal for savings banks in Missouri 
and Rhode Island. Bonds selling below 
intrinsic worth. 

Rio Grande Western 4s. Outstanding 
$15,190,000 of these bonds, which are se- 
cured by a first lien on 411 miles of main 
road in the states of Colorado and Utah. 
Issue has been assumed by the Denver & 
Rio Grande. The road connects with the 
Western Pacific at Salt Lake City and with 
the Union Pacific at Ogden, giving the Rio 
Grande its only western outlet. Mileage is 
therefore very important to the larger 
property. Value of this bond has unduly 
suffered because of Western Pacific guar- 
anty difficulties, but this issue is secure 
under any but_the most adverse develop- 
ments. Bonds have sold much higher, and 
are now selling below intrinsic value. 

St. Louis, Iron Mountain & Southern 4s. 
Both the river and gulf 4s and the unifying 
and refunding 4s are prior in lien to the 
Missouri Pacific refunding 5s and the gen- 
eral 4s of 1975. The river 4s are a first 
lien on 772 miles and are secured addi- 
tionally by collateral. The refunding 4s 
are a direct mortgage on 2,039 miles and a 
first lien on 611 miles. The latter issue is 
subject to prior liens outstanding at the 
rate of $30,287 a mile. Both issues left 
undisturbed in the Missouri Pacific re- 
organization. Mileage pledged important 
to the “Mop” system. Total interest earned 
1.06 times in 1916, 1.67 times in 1917 and 
1.15 times in 1918, based on Federal income 
account combined with corporate items. 
Earnings since beginning of the year have 
taken a bad turn, but the interest require- 
ments on these bonds should be well pro- 
tected under any probable developments. 





BRITISH LABOR WARNED OF PERIL 


In an article in the London Daily Chronicle 
recently Frederic Harrison, a veteran cham- 
pion of trades unions, struck a deep note of 
warning to British labor and made a strong 
appeal to labor leaders to use their efforts to 
avoid “the chaos inio which our country seems 
to be hurrying.” He said: 

“It rests with you, the trained and chosen 
leaders of labor, to make your fellow-workers 
understand how close to ruin and starvation 
our people stand. This is no panic cry. It is 
the plain truth, which your experience of 
economic realities must have forced upon your 
own minds. Make those who look to you for 


guidance see it as clearly as you see it your- 
selves. 

“Trade unionism, which during two whole 
generations has won for our people untold 
gains by gradual and skillful action, is menaced 
today from within by mutiny. It is challenged 
by the outlandish craze for local soviets and 
wild-cat visions of foreign anarchism. Unless 
you, the responsible leaders, can enforce dis- 
cipline, restore union and common sense in 
the masses of labor, trade unionism itself is 
lost—and in the breakdown of it ruin and 
starvation await millions of our people at 
home. 
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PIERCE OIL CONV. 6s 
’ Should Be Exchanged 


Oil Convertible 6s are exchangeable 
new 8% preferred stock of that 
company. There is little doubt that the divi- 
dend on this stock can be earned regularly, 
and consequently we believe that a price of 
around 105 would be justifiable for the pre- 
ferred stock. These bonds have been called 
for redemption at 105. We suggest that the 
or be exchanged for this new preferred 
stock. 


Pierce 
into the 


“FRISCO” PRIOR LIEN BONDS 
Drop Discounts Worst Possibilities 
It will probably take a long time before St. 
Louis & San Francisco prior lien bonds get 
back to their former price, but we believe that 
ultimately the railroads will come back and St. 
Louis & San Francisco prior lien bonds will 
do so also. Of course, if the Plumb plan is 
adopted it will have a vital effect on rairoad 
bond prices, but the market has doubtless dis- 
counted such possibilities to a large extent and 
it is beginning to be thought that no such 
drastic plan will ever be accepted by the 
Government. 


N. Y., N. H. & H. CONV. 6s 

Price Reflects Uncertainty 
New Haven convertible 6s at present prices 
reflect some doubt in the judgment of in- 
vestors as to whether or not the interest on 
the bonds can be indefinitely continued. These 
bonds are convertible into the common stock 
at par, but the conversion privilege, in view of 
the present market for the common stock, has 
little value, if any. The interest, of course, is 
a fixed charge. At present prices we believe 
the bonds are a fair speculation. The road is 
passing through the worst period in its history, 
and although a scaling down of capitalization 
would be justified, by reorganization or other- 
wise, debenture holders would probably be 
taken care of in such event. We would not 
sacrifice at these levels, although we cannot 

work up enthusiasm as to a purchase. 


U. S. RUBBER Ist PFD. 

Helped, Not Hurt, by New Financing 

U. S. Rubber first preferred stock, in our 
opinion, will not be weakened by the new 
financing, because the company has been plow- 
ing earnings back into the property in a liberal 
manner. The balance sheet of June 30, 1919, 
showed total assets amounting to $284,462,062. 
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For the six months ended June 30, 1919, L 
S. Rubber reported net earnings eqital to abou 
$23 a share on the common stock, afte 
allowance for preferred dividend. This is a 
the rate of $46 a share on the common com 
pared with $30.80 a share in 1918. Even afte 
the increase in stock, this will be at the rat 
of $23 a share for the year 1919, and it is to bx 
assumed that with $36,000,000 additional fron 
the sale of the new common stock the com 
pany will be able to increase its earning 
power. The future of the rubber and tire 
industry seems to be very bright, and the de- 
mand for tires seems to know no limit. 


PITTSBURGH & W. VA. PFD. 
Coal Owner Rather Than Railroad 

Pittsburgh & West Virginia preferred stock, 
in our opinion, is a reasonably safe invest- 
ment. During the war the road was a bene- 
ficiary for its coal properties reported earnings 
equal to three times its preferred dividend. 
There has been considerable talk of segregat- 
ing the coal property from the railroad and 
there is a possibility that sometime in the fu- 
ture this preferred stock may be called at 105 
for redemption. The railroad operations of 
the company have not been particularly good 
but its ownership of the coal properties pulls 
the road through. 

The company has no bonded debt. Its sub- 
sidiary companies, however, have a funded 
debt of $5,670,000. There are outstanding 
$9 100,000 preferred 6% cumulative stock 
which is cumulative after January 1, 1921, and 
$30,500,000 common stock. 


“KATY” GEN. MTGE. 4%4s 
A Speculative Bond 

M. K. & T. Gen. Mtge. 4%s are of course 
entirely a speculation and we do not regard 
very seriously the oil possibilities of this road 
excepting that the system may benefit by in- 
creased traffic. It however needs a good deal 
of new net earnings to improve the financial 
status of the company. We would say the 
Interborough Metropolitan 4%s around 50% 
give a better speculative bond to hold for a 
long pull. Although this system is in diffi- 
culties through the labor situation, when this 
is adjusted good equities are secure to bond 
holders, and from a long range viewpoint we 
believe that the market will reflect any im- 
provement in the I. R. S. situation sooner than 
the prospects of M. K. & T. being able -to 
show anything saved for its junior securities. 
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INTERNATIONAL AGRIC. PFD. 
May Be Bought for Appreciation 

International Agricultural Pfd. last July re- 
sumed the payment on dividends on that stock 
when the dividend of 144% was declared. 
There are still due in cumulative dividends 
39%. In 1918 earnings were good and indeed 
during the war the showing has been splendid. 
Last year earnings for the preferred amounted 
to 14.89% compared with 9.31% in 1917 and 
9.80% in 1916. The company had very lean 
years in 1913, 14 and 15 but in the previous 
three years earnings averaged higher than 
10% for the preferred issue. We believe that 
at present prices it is a fairly good investment 
in view of the outlook for continued prosperity 
for agricultural concerns. 


PHILADELPHIA CO. 
Future Not Yet Discounted 

The Philadelphia Company has recently been 
granted an increase in fares to 10c. In 1918 
the stock sold down to a low of 21%, but since 
then it has rallied substantially and has been 
higher than 40. Due to the reaction on the 
general market as well as to the superficially 
poor condition of the traction companies, the 
stock is now down to around 34. We believe 
that the peak of operating expenses of public 
utility companies has been reached; conse- 
quently we regard Philadelphia Company 
Common Stock as an attractive speculation 
as the worst of the public utilities situation 
has probably been discounted. 


GOODRICH RUBBER 
Attractive at Present Levels 

Goodrich Rubber reported net profits of 
$7,700,000 after all charges before taxes for 
the six months ended June 30, 1919, estab- 
lishing a new high record for a half year’s 
business. If the company succeeds in main- 
taining earnings at this rate it is estimated 
that after preferred dividends and deductions 
for taxes the balance for the common stock 
will be equal to $14 a share. There seems to 
be good reason to believe that Goodrich will 
earn even more in the second half of this 
year, for automobile production -is increasing 
constantly and it is estimated that 7,000,000 
tires will be required this year, and this is not 
taking into consideration the tire requirements 
of the automobiles now in use. Goodrich is 
only paying $4 a year and there is a good pos- 
sibility that the dividend may be increased. 
The stock has sold as high as 89% and now 
that it has had quite a substantial decline 
from its high, we regard it as an attractive 
purchase. 


BOOTH FISHERIES 
Promising for Long Pull 
Booth Fisheries at present levels has evi- 
dently discounted passing of the dividend. 
Although the earnings fell off last year, this 
company owns extensive shipping equipment 
and has an extensive organization for the sale 
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of its product. Earnings prior to 1918 have 
been very satisfactory, and the dividend was 
earned, but was passed only in order to con- 
serve cash resources. The only uncertainty 
in connection with this company is the agi- 
tation for price control in food stuffs, but 
we do not believe that this will interfere with 
reasonable profits. We consider Booth Fish- 
eries an attractive specvestment for a long pull. 


AMERICAN LOCOMOTIVE 
Faces Period of Prosperity 

American Locomotive has increased its 
dividends and there is little question that the 
company could well afford to do so, for in 
the year ended June 30, 1919, about $40 a 
share was earned on the common stock. 
Equipment companies have’ an enormous 
amount of business on hand and the outlook 
for them is very bright. 


AMERICAN INTERNATIONAL 
Good But Unseasoned 

American International Corporation has 
probably the strongest management of any in- 
dustrial corporation. The company has also 
good asset values, and in view of the expan- 
sion of American finance and business to 
other countries throughout the world, this 
company has attractive possibilities for a long 
pull. It has attractive speculative possibilities 
but is not a seasoned investment. 


VACUUM OIL 
Peace Prospects Bright 

Vacuum Oil, of the Standard Oil Group, is 
a safe investment. Earnings have been large 
during the war but in our opinion its peace 
prospects are very bright. Its marketing or- 
ganization covers practically every country in 
the world, and its foreign business, under nor- 
mal conditions, forms a substantial part of 
what Vacuum will possess in revenue. 


EMPIRE GAS & FUEL 6s. 
A Correction 


Owing to an inexplicable error, we indi- 
cated on page 837 of our August 30th issue 
that Empire Fuel & Gas Company would be 
adversely affected by higher fuel costs. Quite 
the contrary is true as the company is the prin- 
cipal oil and natural gas subsidiary of the 
Cities Service Company, and as such should 
obviously benefit greatly from advancing fuel 
costs. 

As stated on page 842 of the issue referred 
to, we regard both notes and preferred stock 
of fairly good investment character, but as yet 
in the unseasoned class. The company ranks 
among the largest producers of high-grade 
crude oil in the world, and is a complete unit 
in the oil industry. Earnings cover interest 
charges on notes with a wide margin. Con- 
vertible into 8% cumulative preferred stock of 
company at par. 
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UNITED RETAIL STORES 
Both Classes of Stock Attractive 


United Retail Stores was recently organized 
with an authorized capital stock of 100,000 
shares 8% cumulative preferred stock, $100 par 
value, and $1,160, common stock of no 
par value. Holders of United Cigar Stores 
were given the privilege of exchanging their 
shares for United Retail Stores class A com- 
mon stock on the basis of two shares of the 
latter for each United Cigars share. We 
hardly believe that United Retail Stores will 
be affected very much by any labor troubles. 
Although it is too early to estimate the earn- 
ing power of the new company there seems 
to be good reason to believe that the preferred 
dividend requirements are to be earned by a 
good margin and accordingly we consider the 
preferred stock a good safe investment. 
United Retail Stores is of course apt to go 
lower, but we do not predict that it will do 
so. We believe the common stock has good 
“long pull” possibilities. 


SALT CREEK PRODUCERS 
Will Benefit by Oil Leasing Law 
Salt Creek Producers Association is a new 
company which controls the entire Salt Creek 
field. This company is sponsored by the same 
interests that made such a success out of Mid- 


west Refining, Merritt and affiliated companies. 
In our opinion this stock is a business man’s 
speculative investment, and is attractive in 
view of the expected passing of the oil leasing 
bill from which Salt Creek Producers will 
benefit possibly more than any other company. 


—_——_—— 


AMER. SMELTING & REFINING 
Long-Distance Prospects Brilliant 

American Smelting & Refining is the great- 
est metallurgical enterprise in the world, and 
also engages in the business of mining, pro- 
ducing, smelting, refining, buying and selling 
copper, silver, smelter and a host of other 
metals and minerals and even chemicals. With 
an annual average of about $1434 earned dur- 
ing the past eight years and an estimated extra 
boost rf nearly $12 a share which the company 
will derive from silver, no fear should sur- 
round the present small dividend of $4 an- 
nually. Tangible asset value of the common 
stock at last appraisal was $144 a share. An 
increase in the dividend seems very unlikely 
this year and quite possibly next year. At 
the present time this stock appears to be an 
attractive speculative investment. 


RAY CONSOLIDATED 
A Good Long-Pull Holding ~ 


Ray Consolidated Copper would not be con- 
sidered a good investment because of the fluc- 
tuations in the price of copper. As a specu- 
lation, however, the stock has much to com- 
mend it. Operations of the company in the 
first half of this year were approximately 50% 
of normal, copper production has been cur- 
tailed and in the seven months ended with 


July, production totaled 27,462,499 pounds of 
copper. During 1918 the total production 
amounted to 82,445,710 pounds. The copper 
situation has improved considerably in recent 
months and we believe that a copper stock 
like Ray Consolidated is a good long-pull 
speculation. 


AMERICAN CAR & FOUNDRY 
Prospects Hopeful 

American Car & Foundry Company will 
probably increase the dividend on the common 
stock from 8% to possibly 12%. It is also 
expected that at the December meeting of the 
directors the reserve against payment of com- 
mon dividends may be increased from $7,200,- 
000 to $10,800,000 which is equal to about three 
years’ dividends at the annual rate of 12% 
on the common stock. The company has a 
sufficient business on hand from repair work 
to keep the plant going until the end of this 
year. Earnings of the company during the 
past three years have averaged nearly $30 a 
share annually. The assets on April 30, 1919, 
were equal to $204 a share. We believe the 
prospects for this company are exceedingly 
bright. 


NEW YORK CENTRAL 
A Prospering Railroad 

New York Central has been forging ahead 
recently. The pre-war average earned on this 
stock was $13 and the earnings of the first 
six months of 1918 were very satisfactory. 
We regard this stock as more attractive than 
Lehigh Valley and we also regard C. & O. as 
more attractive. 


OKLAHOMA PROD. & REF. 
Expanding With the Industry 

Oklahoma Producing & Refining Company 
is a substantial organization and is making 
good earnings out of the present prosperity in 
the oil industry. The management is reliable, 
has ambitious plans for the company and is 
undertaking an extensive campaign of devel- 
opment and progress. The oil industry is 
especially favored in our country because 
United States consumption is greater than de- 
mand so that the oil industry here is not so 
dependent on the solution of the foreign ex- 
change problem. Further, the oil industry is 
not quite so dependent on labor as are other 
industries and with the growth of demand, 
which is based primarily on industrial substi- 
tution of oil for coal, Oklahoma Producing 
should continue to prosper. It should be re- 
membered, however, that the stocks of the oil 
industry have been advancing for the past 
eleven months and further that the capitaliza- 
a Oklahoma Producing is not especially 
small. 


NORTH AMERICAN PULP & PAPER 
Should Show Improvement 

North American Pulp & Paper has declined 

several points doubtless in anticipation of its 

annual report for the year ended December 
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31, 1918, which was rather disappointing. 
Surplus after charges amounted to only $38,- 
006, against $45,602 in the preceding year. 
Business of the company so far this year is 
said to show considerable improvement, this 
betterment doubtless being due to the demand 
for pulp which is causing higher prices in 
‘anada. In view of the situation in the pulp 
varket we suggest that this stock be held for 
. recovery to higher levels. 


CONTINENTAL CANDY 
Prosperity Is Indicated 


Continental Candy was recently listed on 
the New York Stock Exchange. The income 
iccount for the six months ended June 30, 
1919, filed with the New York Stock Ex- 
hange, revealed net profits before taxes of 
$416,011. The company is engaged in the manu- 
facture and sale at whole and retail of candies, 
confectioneries and allied products The bal- 
ance sheet showed cash at $232,215 and surplus 
of $250,000. Last year Continental Candy pro- 
duced 20,000,000 pounds of candy, and thus 
far this year 11,000,000 pounds. The company 
has outstanding 500,000 shares of no par value. 
There is no preferred stock or bonded indebt- 
edness. The stock is not assessable. The 
stock was declared under stock corporation 
laws of New York, in which state it was in- 
corporated, at $5 a share, and on the bal- 
ance sheet st represents an item of 2,500,000. 
The shares, representing a new enterprise, are 
net entitled to an investment rating, but as a 
speculation we believe Continental Candy has 
much to cofhmend it. 


AMERICAN TOBACCO 


Only Partly An Investment 

American Tobacco Co. has maintained a 
dividend of 20% for six years during which its 
average earnings have been about 27%. This 
stock has had substantial reaction from its 
high of over 250, but it must be remembered 
that the issue has advanced from a low of 
140 in 1919. 

The tobacco business is enjoying record 
prosperity but it is speculative to the extent 
that it cannot be predicted how far and how 
soon foreign competition will get into this 
prosperity. American Tobacco seems to be at- 
tractive as a semi-investment but it cannot be 
regarded an investment of the highest char- 
acter. 


CENTRAL LEATHER 
Having Record Prosperity 

Central Leather will probably report the 
best year in its history for 1919, even better 
than during the boom of 1916. During July 
a large domestic as well as good export de- 
mand was handled; indeed the demand from 
abroad is said to be increasing daily. In the 
six months ended June 30, Central Leather 
earned $15.06 a share and it is expected for 
the full year the balance of the common stock 
will amount to about $40 a share. There is 
little doubt that the extra dividend could be 
much greater than the 2% which it usually 
declares, but the company will probably be 
conservative in its action. 


SINCLAIR OIL & REFINING 
Heavy Depreciation Charges 


Sinclair Oil & Refining is stated to have 
produced about 6,000,000 bbls. of oil last year. 
Wall Street interests are divided as to whether 
this stock is overcapitalized or not. At any 
rate, this stock is not an investment but a 
speculation as to whether the aggressiveness 
of the management and the future of the 
oil industry justifies such high hopes. It has 
been officially stated that the organization of 
the Sinclair Consolidated Company of New 
York is the first step of a merger of the var- 
ious Sinclair Companies. This company 
charged off about $16,000,000 or 32 months de- 
preciation and depletion charges against total 
assets of $111,000,000 which is at the rate of 
nearly 15%. This is not a stock which we 
suggest as an investment but has prospects 
marketwise. ‘ 


MIDVALE STEEL 
Could Stand Some Deflation 

Midvale Steel has been war prosperous, but 
it is believed in some influential quarters that 
this stock is highly over-capitalized. At any 
rate it was organized during a period of in- 
flation and expansion and as steel is either 
prince or pauper, to use Wall Street’s ex- 
pression, it will require a period of years of 
depression to season this stock. This company 
has a capitalization of $100,000,000, shares of 
$50 par value. It has reduced its dividend 
to a $4 annual basis. We are of the opinion 
that this stock is not so attractive a specula- 
tion as, for example, such issues as United 

States or Republic Steel common. 





SUGGESTIONS IN REGARD TO INQUIRIES 


The heavy volume of inquiries which this publication is receiving makes it necessary te ask our sub- 
scribers to co-operate with us in order that we may maintain and improve the high quality of service which 


the Investors’ 


Not more than three inquiries be submitted at one time. 


ersonal Service Department renders to our readers. 


We therefore suggest that: 
Occasionally a subscriber sends in a long 


list of securities, asking for an opinion on each. The careful manner in which the Department handles its. 
inquiries makes it impossible to give same the immediate attention necessary, without slighting other inquiries. 


Trial subscribers are entitled to an opinion one ONE security, in terms of our 


trial offer.” 


3. In case an immediate answer is desired on more than three securities, we make a charge of $1 each 
for the additional number (but not to Investment Letter subscribers). 

4. Enclose stamp or stamped self-addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our subscribers and those inquiries 


which conform with them will receive first attention. 
REPOR 


SPECIAL ANALYTICAL 


hen a reader wishes a_ special 


investigation or a_ special 


is of a security or a subject we will be pleased to submit an estimate of the special charge for 


such work. We ccmpile many 


eports of this kind which are highly valued by purchasers. 














New York Central vs. Pennsylvania 


Pennsylvania Enjoys Better Credit Because of Small Debt—Central’: 
Advantage in Operations and Earnings — Both Have 
, Good Dividends Record 


By OWEN ELY 


EW YORK CENTRAL and Pennsyl- 
vania have for many years been 
competitors, not only for traffic, but 

for the prestige of leadership among the 
Eastern railroads. The New York Central 
has adopted the title of “America’s Great- 
est Railway” and the Pennsylvania is known 
as “The Standard Railroad of America.” 
In many ways the Pennsylvania has enjoyed 
the better of the argument, perhaps be- 
cause of the wide distribution of its stock 
(there are 112,000 holders, of whom 30 per 
cent. are women). New York Central, 
while it also has a large body of stock- 
holders, has been largely identified in the 
public mind with the Vanderbilt family. 

Again, the Pennsylvania has had a more 
stable financial foundation. The New York 
Central suffers under the handicap of a 
large funded debt, which comprises 71 per 
cent. of its total capitalization, while the 
Pennsylvania has only 37 per cent. of its 
capital in bonds and its capital stock is 
double that of ‘the Central. The fixed 
charges of the Pennsylvania were earned 
four times over, on the average, up to 1917; 
while New York Central earned the interest 
on its funded debt only about twice. This 
is the fundamental reason why the Penn- 
sylvania has always enjoyed better credit 
than the New York Central. 

Earnings on the Pennsylvania stock have 
been subject to less fluctuation, on a per- 
centage basis, because of the large amount 
outstanding ($500,000,000). However, the 
evidence clearly goes to show that the stock 
of the New York Central is now in a 
stronger position than that of the Penn- 
sylvania. 

The old New York Central and Hudson 
River Railroad appeared to be losing 
ground in the years preceding 1914, but the 
consolidation with the Lake Shore & 
Michigan Southern—one of the best divi- 
dend earners of the Vanderbilt system— 
gave it a new lease of life. It is true that 
the parent company had enjoyed large divi- 
dends from the Lake Shore property but it 
was unable to avail itself of the entire 
earnings of that property except by merger, 
which was accomplished in 1914 after a 
protracted series of hearings and _ suits. 
While they company was forced to buy out 


the minority interests of the Lake Shore at 
a very substantial price (due, it is under- 
stood, to provisions in the corporate law 
of Ohio), this factor did not seriously 
handicap the earning power of the new 
company. 


Central Has Terminal Advantages 


Moreover, the completion of New York 
Central’s comprehensive terminal plans, the 
building of large hotels and office buildings 
above the right of way, and the develop- 
ment of Park Avenue in New York as a 
residence district have given the company 
a considerable advantage over the Pennsyl- 
vania in this respect. The latter can hardly 
hope to overcome the initial obstacle of its 
inferior location in New York City, and it 
cannot develop its real estate to the extent 
that Central has. 
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Since the Lake Shore consolidation, and 
during the war period, Central has enjoyed 
a comparatively low operating ratio. Penn- 
sylvania’s operating ratio for the 9-year 
period 1909-1918, inclusive (averaged 73.4 
per cent. as against 71.3 per cent. for the 
New York Central. The difference of 2.1 
per cent. of gross revenue would have been 
equivalent to nearly 1 per cent. on the capi- 
tal stock. 

Central’s net income has run considerably 
higher than Pennsylvania’s in recent years, 
the former averaging 12.4 per cent. on the 
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NEW YORK CENTRAL vs. PENNSYLVANIA 


stock for 1915-1918 against 8.9 per cent. for 
the latter (including in the average the 
“standard return” for 1918, which is about 
g.8 per cent. for Central and 8.8 per cent. 
for Pennsylvania and its western lines). If 
the earnings for 1918 be taken on the basis 
of actual operations, the averages show a 
greater difference—1I.4 per cent. for the 
New York Central and 6.7 per cent. for the 
Pennsylvania. 
Pennsy “Fell Down” in 1918 
In view of the anticipated early return of 


the railroads to private operation, the actual 
results have greater significance than the 
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“standard return.” During the first two 
months of 1918, Pennsylvania reported a 
deficit over operations of about $7,618,000, 
and again in June had a loss of $8,232,000; 
New York Central during the first two 
months reported a deficit of only $681,000 
and for June of $5,723,000. For the entire 
year Pennsylvania’s net over operations 
was $17,929,000, against 1917 earnings of 
$49,561,000 and a standard return of $51,- 
378,000 ; on the other hand, New York Cen- 
tral reported net of $48,291,000 against the 
1917 figure of $54,451,000 and the 3-year 
average of $55,802,000. f 

During the year 1918 the Pennsylvania 
Railroad had a ratio of transportation ex- 
penses to gross revenues of 45.3 per cent. as 
against 40.6 per cent. for the New York 
Central. Pennsylvania also expended 41.1 
per cent. of revenues for maintenance com- 
pared with 33.1 per cent. for Central. Had 
Pennsylvania’s maintenance ratio corre- 
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sponded to that of New York Central, net 
operating income would have been increased 
by approximately $29,360,000, making a 
total of about $47,300,000—a slightly better 
showing than that of New York Central (on 
the basis of standard return). The ques- 
tion therefore arises as to what extent, if 
any, the maintenance expenditures of the 
Pennsylvania were “padded” or those of the 
New York Central “skimped.” 


High Maintenance Costs 


Had the greater part of Pennsylvania’s 
excess maintenance been for maintenance 
of way and structures, it might be conjec- 
tured that the company had taken advan- 
tage of the period of Government opera- 
tion to place its road-bed in first class con- 
dition, but the greater part of the increase 
was in maintenance of equipment. 


M.W.&S. M.E. 


Pennsylvania 14.1% 27.0% 41.1% 
New York Central.. 11.8% 21.3% 33.1% 


From these figures it seems evident that the 
cars and locomotives of the Pennsylvania 
Railroad suffered considerably from the 
severe wear and tear due to the blockade 
and bad weather conditions in the early 
part of 1918. 

Comparisons, however, should not be 
limited to a single year. New York Cen- 
tral for a number of years has been able to 
maintain its equipment at a lower cost than 
Pennsylvania. For the five-year period 
1913-1917, inclusive, the comparative main- 
tenance costs per mile run have averaged 
as follows: 


Total 


New York 
Central Pennsylvania 
16.3¢ 
14.4c 
1.9¢ 


The above results indicate either that the 
Pennsylvania’s equipment has been main- 
tained at a much higher standard of effi- 
ciency than that of New York Central, or 
that its shop efficiency has been lower and 
the cost of maintenance, per unit of work 
accomplished, correspondingly higher. 

The results since January I, 1918, seem 
to indicate that the latter interpretation is 
the correct one. If the Pennsylvania's 
equipment had been in better condition than 
that of Central, why should its transporta- 
tion ratio in 1918 have risen so high? And 
why should the company have been forced 
to increase its expenditures for maintenance 
of equipment far above the previous gen 
erous standard? Of course, other factors 
would have to be taken into account in mak- 
ing an exact analysis, but the general con- 


Locomotives 
Freight cars 
Passenger cars 
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clusion seems evident that the New York 
Central found itself in a better position 
than the Pennsylvania to handle the glut of 
traffic during 1918. 

Results for 1919 indicate that the Penn- 
sylvania has not yet been able to recover 
any of the lead obtained by its competitor in 
1918. New York Central for six months of 
1919 earned $15,300,000 from operations, 
against $4,600,000 in the same period of 
1918—a gain of $10,700,000—while the 
Pennsylvania this year showed net earnings 
of $4,500,000 against the deficit for six 
months of last year amounting to $5,800,- 
ooo—an increase of $10,300,000. While the 
two roads have thus shown similar improve- 
ment, Pennsylvania should have made a 
better showing in view of its large main- 
tenance expenditures in the previous year. 


Combined Results for Systems 


The relative results for the principal sub- 
sidiaries in the two systems reflect the same 
conditions to an even greater degree. The 
principal western roads of the Central sys- 
tem have all been remarkably prosperous. 
Michigan Central in 1918 earned $13,606,- 
000, against its standard return of $8,052,- 
ooo. Big Four earned $14,688,000, against 
its standard return of $9,938,000. Both 
roads show increases this year of 90 per 
cent. over last year. Pittsburgh & Lake 
Erie, the “richest” of the Central lines, also 
had good results in 1918, earning about 12 
per cent. more than its standard return. 
Two of the smaller roads, Lake Erie & 
Western and Indiana Harbor Belt made 
bad showings. 

Pennsylvania roads on the other hand 
reflected uniformly bad results (with the 
exception of Long Island). The Pennsyl- 
vania Company earned only $4,284,000 
against its guarantee of nearly $15,000,000, 
although earnings for the first half of 1919 
showed a gain of $5,100,000. Pan Handle 
failed to meet its standard return by $8,- 
360,000 in 1918. Grand Rapids & Indiana 
earned only a quarter of its guarantee and 
West Jersey & Seashore operated at a 
deficit. 

Combining the net operating income of 
the roads comprising the two systems for 
the eighteen months’ period of government 
operation up to June 30, 1919, the results 
indicate that during this period the Penn- 
sylvania System earned only 29 per cent. of 
its standard return while the New York 
Central Lines earned 93 per cent. 

Pennsylvania Railroad’s transportation 
ratio for the first half of 1919 was 45.4 per 
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cent compared with 51.4 per cent. for the 
same period of last year. This improvement 
may be due in part to the opening of the 
Hell Gate Bridge. 

New York Central showed a correspond- 
ing improvement in its transportation effi- 
ciency, reducing its ratio from 48.5 per 
cent. to 44.4 per cent. (for the respective 
six months’ period). There was little ad- 
vantage either way in regard to the amount 
of traffic handled, Pennsylvania gaining 
$22,000,000 gross revenues against $109,- 
000,000 for New York Central. 


Conclusion 


At present prices of about 43 for Penn- 
sylvania (par value 50—6 per cent. divi- 
dend) and about 73 for New York Central 
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(5 per cent. dividend), the latter has an in- 
come yield of about 6.85 per cent. as against 
7 per cent. for the former. 

Pennsylvania has an enviable dividend rec- 
ord, and there is little doubt that it will 
continue to pay the regular 6 per cent. divi- 
dend after the return to private operation, 
even if forced to draw heavily on surplus. 
New York Central, although it has never 
been able to maintain a 6 per cent. rate, has 
had a very consistent record (5 per cent. or 
over since 1900), and with present earn- 
ings and the strength displayed by its sub- 
sidiaries, shows great promise for the 
future. It will be watched with interest. 





A Neglected Chain Store Issue 


The Inconspicuous Merits of McCrory — Its Present Low Price 
Makes It Attractive — Comparison with Its More 
Pretentious Rivals 


By BENJAMIN GRAHAM 


HE recent death of F. W. Woolworth 
T has attracted general attention to the 
five and ten cent store industry, of 
which he was the founder. While the 
organization that bears his name is at once 
the oldest and largest of its kind, there are 
several other systems of importance, the 
common stocks, of which are publicly held. 
In order of gross sales, these are S. S. 
Kresge, S. H. Kress and McCrory. Kresge 
and Kress (strange similarity of names) 
enjoy with Woolworth the advantage of 
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listing on the New York Stock Exchange, 
but McCrory is an inactive issue, dealt in 
“over the counter” only. For this reason 
investors generally are but little acquainted 
with the latter company, their knowledge 
being restricted to the vague impression 
that this is a small and none too prosperous 
enterprise. Let us see to what extent this 
opinion is justified by the facts. 

Since all five and ten cent systems oper- 
ate under substantially similar conditions, 
they are especially well adapted to com- 
parative treatment and a study of the bare 
figures should yield more than ordinarily 
illuminating results. But while the chain 
stores have of late supplied a favorite sub- 
ject for investment house circulars, these 
have confined themselves simply to the 
presentation of a mass of statistics, with- 
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out any serious attempt to draw helpful 
conclusions therefrom. 

The investor is chiefly interested in 
knowing which of the four common stocks 
is intrinsically the cheapest at present 
market prices. Now if we merely compare 
the gross or net earnings of the various 


TABLE I. 
Percentage of 1918 Earnings to Market Price 
of Common. 





Balance 
After 
Pfd. Divs. 
7.84% 
9.76 
8.81 
20.96 


Net After 
Gross Taxes 


171% 94% 
227 10.6 
a ae 114 
McCrory 


Woolworth 


enterprises we will not get far in our in- 
vestigation, because a company’s leader- 
ship in gross business may be more than 
offset by heavier capitalization, or over- 
discount by its higher market price. We 
note for example that in 1918 Woolworth’s 
sales were eleven times, and its net profits 
seventeen times, greater than those of Mc- 
Crory. For many readers this would seem 
conclusive evidence that Woolworth is a 
much more desirable investment. Yet it is 
of equal significance that the smaller com- 
pany has only one-tenth as many shares, 
and that each share is selling at only one- 
fifth the price of Woolworth common. 

In other words, while Woolworth may be 
earning seventeen times as much as Mc- 
Crory, its market valuation is fifty times 
as great. Consequently McCrory earned 
last year 21 per cent. on its market price, 
against only 7.48 per cent. in the case of 
Woolworth. Despite the latter company’s 
enormously greater business, from the 
standpoint of earning power, McCrory 
would appear more than twice as attractive 
at 25 as Woolworth is at 125. 


Comparative Earning Power 
This primary test of value is applied to 
all common stocks in Table 1, which shows 
the gross and net earnings (after taxes) per 
dollar of market price. Since Woolworth 
has not yet received its 1918 taxes, these 





940 


are arbitrarily assumed at the 1917 figure. 
The table shows clearly that on the basis of 
last year’s income account, McCrory com- 
mon is selling far out of line with the other 
three issues—and in fact makes more than 
twice as good a showing on its present 
market price as does its nearest competitor, 
Kresge. 

These results should be _ interesting 
enough to tempt us further into an ex- 
amination of the tangible asset position of 
McCrory as compared with its more pre- 
tentious rivals. These figures, given in 
Table II, contain not a few surprises. In 
the first place it is rather startling to note 
that McCrory preferred, which goes beg- 
ging around 92, has actually more tangible 
assets behind it per share than Woolworth 
preferred, one of the highest priced and 
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best regarded issues of this type of invest- 
ment. In this connection attention should 
be drawn to the excellent showing made by 
Kresge preferred, which—because of the 
small size of this issue compared with the 
common—is far better protected than 
many better known preferred stocks sell- 
ing ten points higher. It is nothing short 
of ludicrous that Kress preferred should be 
quoted above Kresge preferred, as the 
former has not a single point in its favor. 
Not only is Kresge in a much stronger 
position with respect to both assets and 
earning ‘power, but its past record also 
shows a healthier and more rapid growth. 
This is true whether we consider the in- 
crease in number of stores or in gross sales 
per store or in net profits per dollar of 
sales—all of which can be traced for the 


1918 
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form system in the accompanying graphs. 

But to return to McCrory it is indeed 
astonishing to discover that the tangible 
asset value per share of this humble com- 
mon stock is fully as large as that of Wool- 
worth, which sells five times as high. 
Moreover, if allowance is made for 1918 
taxes (which are not provided for in the 
Woolworth balance sheet), McCrory would 
actually be found to have more dollars of 
real assets behind each share of common. 

If the very low market price of McCrory 
is taken into account, its tangible asset 
position—like its earning power—places it 
distinctly at the head of the four com- 
panies. It is the only one of all the com- 
mon stocks which is selling for less than 
the real assets behind it. These represent 
160 per cent. of its market price, against 
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only 33 per cent. for Woolworth and Kress 
and 86 per cent. for Kresge. 


Reasons for McCrory’s Backwardness 


McCrory is selling so much lower than 
its statistical position would justify (as 
compared with the other companies) that 
we are impelled to seek the reasons under- 
lying its apparent bargain-counter (or five 
and ten cent counter) price. The first ex- 
planation that presents itself is the absence 
of a common dividend. This is an im- 
portant drawback, it is true, yet not a fatal 
defect. The value of an industrial com- 
mon stock is rarely definitely determined 
by its dividend rate at any particular time. 
Speculative issues have sold at fabulous 
figures while returning nothing whatever to 
their owners. But a more cogent argument 





A NEGLECTED CHAIN STORE ISSUE 


found right among the other chain store 
sues. The price of 160 for Kresge is 
rtainly not governed by its $5 dividend, 
which gives it a yield of only 3.10 per cent. 
ven Kress, which pays $4, returns only 
70 per cent. at its present price—less than 





TABLE II. 
Tangible Asset Values Dec. 31, 1918. 
Per % of Mkt. 
Per Share Share of Price of 
Cc 


of Pfd. C 
$41 33% 
138 86 
28 33 
41 160 








Victory bond. Woolworth has the great- 
t dividend yield of all despite its position 
; dean of the chain store issues. This 
ould indicate the realization by investors 
iat, in the last analysis, the current divi- 
end rate is of less importance than the 
wssibilities of future dividends, as meas- 
red by earning power and asset value. 

In the case of McCrory, the withholding 
f dividends has enabled it to build up the 
commonly strong tangible asset position 
vhich we have already discovered behind 
ts common stock. At the time of recapi- 
lization in 1915, the company started off 
vith $20 per share of real value for its 
unior issue. In three years and a half it 
as just doubled this figure, although the 
narket price of the common has stood 
ractically still, Incidentally this indicates 
hat the average earnings since reincor- 
oration have been about we per share, 


TABLE IIL. 
Capitalization and Dividends. 
Preferred 
Outstanding Price Rate 
$12,500,000 116 1% 
2,000,000 108 7 
3,740,000 110 7 
1,179,000 92 7 
Common 
Outstanding Price Rate 
$50,000,000 125 8% 
10,000,000 160 5 
12,000,000 84% 4 
5,000,000 25 - a= 





Woolworth 
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NESS, .000 05090 


Yield 
6.40% 
3.12 
4.70 


Yield 
6.03% 





or 22 per cent. of its market price. Hence 
the investor need not fear that the 1918 
exhibit may have been an isolated and mis- 
leading one. 
Working Capital 

A more valid objection to McCrory than 
the absence of dividends is based upon its 
current asset position. The trouble here is 
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not that working capital is insufficient— 
this could have been more logically argued 
against Kresge—but rather that it has 
shown so few signs of growth in the past. 
Since December, 1917, net current assets 
have increased only $236,000, or about 23 
per cent., while gross sales have practically 
doubled. The surplus earnings have gone 
chiefly into fitting up additional stores, and 
into advances to the subsidiary which ac- 
quires real estate for the new locations. 
With sales increasing so much faster than 
working capital, the company would doubt- 
less find it hard to spare the cash for com- 
mon dividends. 

Now since the writer’s purpose is not to 
sell McCrory stocks but only to analyze 
them impartially, he has no intention of 
belittling this really serious objection. No 
doubt this is the “true inwardness” of Mc- 
Crory’s extraordinarily low market price, 
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which otherwise would have provided too 
good an opportunity to be neglected by the 
few who are really familiar with the com- 
pany’s affairs. One is moved to point out, 
however, that a very similar situation ob- 
tained with regard to S. S. Kresge, less 
than two years ago. This company’s stock 
was then selling at 80, at which price it 
appeared a remarkable bargain in view of 
its exceptionally high earning power and 
asset backing. But its working capital had 
failed to keep pace with the rapid expan- 
sion of its business and was lower in pro- 
portion to sales than that of any of the 
other chain store systems, McCrory in- 
cluded. Hence the directors were, and 
still are, compelled to pursue a very con- 
servative dividend policy. It is likely that 
even the insiders hesitated to buy into this 
extremely prosperous enterprise, because 
they feared it would be a long time before 
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it could spare the cash for liberal dividends 
—unless new capital was raised, which 
seemed improbable. Nevertheless, value— 
like murder—‘“will out,” and although 
Kresge has added only $1 to its dividend 
rate, its market price has doubled, as in- 
vestors have at last realized its strong 
position and brilliant possibilities. 


Will McCrory Follow Kresge? 

Encouraged by this example, the writer 
is tempted to utter a prediction that Mc- 
Crory, marketwise, will prove a second 
Kresge, despite its handicap of insufficient 
operating funds and consequent deferment 
of dividends. But a fundamental element 
in Kresge’s success is lacking in the case of 
McCrory—namely, the steady increase 
from year to year in the net earnings avail- 
able for the common stock. The graphs 
reveal that practically all the advantage 
gained through the continuous expansion 
of McCrory’s business has been lost 
through the equally persistent shrinkage in 
the net profit per dollar of sales. In 1913 
the net earnings amounted to 7.24 per cent. 
of gross, whereas last year the ratio had 
fallen to 3.72 per cent. While some in- 
determinate portion of the poor showing of 
1918 and 1917 is due to war taxes ast 
stated separately by McCrory) comparison 
with the other companies shows that this 
factor cannot account for all of the 
trouble. No doubt the great increase in the 
cost of goods purchased, coupled with the 
necessity of retaining a fixed selling price, 
had a good deal to do with this unsatisfac- 
tory showing. 

It would be easier to grow enthusiastic 
over McCrory’s future if, like Kresge, it 
had doubled its net profits in six years, in- 
stead of maintaining them practically un- 
changed. But what McCrory lacks in pro- 
gressiveness it makes up in stability, since 
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in no year in the past seven has less than 
$4 been earned per share of common stock. 
It ought to be asked further whether there 
is any good reason why McCrory should 
not be able to establish a ratio of net 
profits to gross sales, somewhat approxi- 
mating that of the other three systems. 
With a $10,000,000 business this year, it 
should not be greatly handicapped in its 
purchases, and by skilful management it 
should be able to achieve considerable im- 
provement in this respect. | 
The Crux of the Problem 

Here we have the fundamental elements 
in the McCrory situation. The stock is 
undeniably selling at much less than is 
warranted by its present asset value and 
earnings. This would indicate the belief 
by investors that the company may be go- 
ing backward—or at least is stagnating— 
a belief strongly supported by McCrory’s 
inability to increase its net earnings during 
the last seven years. But in the vitally 
important respects, the company has not 
stagnated. Since 1916 its gross business 
has increased faster than that of Kress or 
Woolworth, and nearly as fast as that of 
Kresge; and it leads all the rest in the rela- 
tive growth of the number of stores. Mc- 
Crory is therefore in a fundamentally 
sound position, and there are possibilities 
of a sharp expansion in net profits, de- 
pendent upon the capabilities of its man- 
agement. 

All things considered, it is difficult to 
imagine McCrory’s being worth less than 
25 under any circumstances, while there 
are good reasons to look forward to seeing 
its price much higher one of these days. 
It is a good stock for the patient investor, 
the kind that usually makes the largest 
profits and incidentally isn’t worried by day 
to day fluctuations. 





SOUTHWEST BANKER SUMS UP LOCAL CONDITIONS 


The outlook for money and credit in the Southwest together with a local view of for- 
eign investments is summed up briefly by J. W. Perry, president of the Southwest Na- 
tional Bank of Commerce, of Kansas City, one of the largest banks west of Chicago. He 


says: 


“Our territory is in good condition, credits are freely granted, and funds plentiful. The 
people of this community know little of the European financing plan and, therefore, will not 


be liberal investors in the securities offered. 


“The rehabilitation of our own industries, land buying and payment for Liberty Bonds, 


seem to be absorbing our surplus fairly well. 


On account of the newness of our country 


and the development going on around us, we have never been large buyers of outside se- 


curities,.” 








Copyright by Underwood & Underwood, N. Y. 








The mighty “Leviathan” which probably will be added to the I. M. M. fleet 


International Mercantile Marine and 


Pacific Mail 


Interest Centered Upon Payment of Back Dividends of I. M. M. 


—Company Increasing Earning Power Rapidly 
By ARTHUR C. WATT 


HILE adjustment of the back divi- 
dends amounting to 57 per cent. on 
Marine preferred is the subject 

about which many stockholders are now 
mostly interested, there is another important 
factor which should not be overlooked. 

That is, combined net earnings of the 
British and American properties made a 
decided turn for the better several months 
ago, and the outlook was so favorable that 
Secretary Parvin stated “net earnings for 
1919 will probably exceed, by not less than 
from 25 to 50 per cent., the average net 
earnings of 1917-1918, which were, respec- 
tively, $12,171,541 and $11,493,074.” 

These figures represent earnings of 
steamers directly operated by International 
Mercantile Marine, together with profits of 
the subsidiary companies, all of whose 
capital stock is owned by the former, with 
exception of that of Frederick Leyland & 
Company, Limited, in which Marine owns 
41.5 per cent. of the £1,414,350 five per 
cent. cumulative preference shares and 98.7 
per cent. of the £1,200,000 ordinary stock. 

Although it is obvious that Marine can 
secure the earnings of the British com- 
panies only through their declaration of 
dividends, yet, as the former interests con- 
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trol the entire situation, the distribution of 
dividends is, to all practical purposes, en- 
tirely up to the discretion of the Marine 
directors and even if no change is made in 
the past rates, the additional earnings will 
pile up further equities for the stocks. 

The indicated increase in 1919 earnings 
of from 25 to 50 per cent. over 1917-1918 
is of considerable significance, for if the 
official expectation is realizéd, earnings on 
the preferred stock will be not less than 25 
per cent., with excellent possibilities of 
exceeding 30 per cent.—or from 18 to 23 
per cent. for the common. Even a better 
showing may be made, inasmuch as the 
British excess profits tax was reduced 50 
per cent. last April—from 80 to 40 per 
cent ! 

The State Department's recent announce- 
ment that passports will be issued to tourists 
bound for France, Belgium and Italy after 
October 1, 1919, is a favorable trade factor. 
Thousands will want to see the European 
battlefields before any important reconstruc- 
tion work is done and steamship passenger 
business will be greatly increased and re- 
fect favorably upon earnings of the Inter- 
national Mercantile Marine Company’s big 
liners which include the third largest 
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ship in the world, the Olympic, of 46,359 
tons (built at a cost of more than $8,500,000 
before the war when costs in England were 
low); the Adriatic, of 24,541 tons; the 
Baltic, of 23,876 tons, and many others. 

It is understood also that an advance in 
foreign freight and passenger rates will 
materialize in the very near future, and 
if this event takes place, Marine is in posi- 
tion to benefit, but the extent will depend 
largely upon any possible adjustment of 


THE MAGAZINE OF WALL STREET 


tive prospects over the next several year: 

Marine also has leases running until 192) 
on five piers alongside the North Rive: 
(New York) at a rental said to be $70,000 
each, or considerably less than other com 
panies would have to pay. Although thes: 
leases expire next year, they are subject t: 
renewal for ten years at an increased 
rental of only Io per cent. This terminal 
asset is a very valuable one, owing to the 
effect the saving in rental will have on 
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Statement of Income for the Years Ended December 31. 


Gross Earnings, after providing for British 
Excess Profits Duty 
Miscellaneous Earnings 


Operating and General Expenses, Taxes and 
Miscellaneous Interest 


Fixed Charges 
Profit for the Year, before providing for De- 
preciation on Steamships ................. 


Profit for Year 1918, before providing for Dep 


above 
Deduct: 
Depreciation on Steamships for 1918 


Surplus for the Year 1918 
Add: 


Surplus December 31, 1917 


1916 


$60,602,009.97 
9,514,104.52 


$70,116,114.49 
40,471,441.38 


$29,644,673.11 
3,698,023.05 


$25,946,650.06 


1918 1917 


$30,151,368.78 
4,516,984.90 


$34,668,353.68 


$41,604,208.43 
9,541,545.65 


$51,145,754.08 
32,871,451.91 





18,938,053.91 





$18,274,302.17 


$15,730,299.77 
2,798,316.56 


2,789,762.55 





$12,940,537.22 $15,475,985.61 


$12,940,537.22 


3,301,510.81 
$9,639,026.41 


" $36,250,862.57 





rates set by the British Government, which 
has commandeered 50 per cent. of space on 
all English trans-Atlantic vessels. 

On December 31, 1918, the company had 
93 ships of a gross registered tonnage 
amounting to 896,524 (approximately 90 
per cent. British), of which the passenger 
ship proportion was about 225,000 tons. At 
that time the steamers under construction 
and ordered amounted to 215,000 tons. 
Since then it was reported that the company 
had acquired eleven more ships, all of which 
indicates that as the company is not going 
to be liquidated, every effort will be made to 
satisfy the large demands which are going 
to be made on ocean shipping over the next 
few years. 

Another potential source of increment 
and income is represented by the company’s 
ownership of 32,971 shares or 16% per cent. 
of the capital stock of the New York Ship- 
building Corporation, which is developing a 
large earning power and possesses attrac- 


operating expenses in competition with 
other steamship lines not so fortunately 
situated. 

Not to Be Liquidated 

The proposal to sell out to a British syn- 
dicate was so overwhelmingly rejected re- 
ceutly by the stockholders (530,072 votes to 
78,521) that one wonders why the matter 
was ever considered seriously, aside from 
the sentimental side of the affair. 

While it is true that shipping since the 
war has developed into more of a national 
proposition than perhaps ever before, yet 
in the unlikelihood of Great Britain passing 
any legislation unfavorable to the com- 
pany’s operations, its future would not be 
seriously impaired. Some of the directors 
were of the opinion that owing to the some- 
what peculiar position occupied by the com- 
pany (which has a United States charter 
although practically a British concern), that 
it would not have the friendly co-operation 
and good-will that either a concern entirely 
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British or American owned might enjoy. 

On the other hand, the company possessed 
a large fleet of vessels that could not be 
replaced at any price in less than three 
years (and then only at a cost largely in 
excess of the price offered by the British 
syndicate), during which period the 
“cream” of ocean traffic was going to be 
available. The directors therefore put this 
matter of policy squarely up to the stock- 
holders, who, guided by the action of the 
largest shareholder—the American Interna- 
tional Corporation—decided that the advan- 
tages they now possessed far outweighed 
any other considerations. 

This action works out very favorably for 


able plan by which all or a part of these 
arrears can be paid off without subjecting 
them to the federal income taxes which 
would eat severely into the profits of some 
of the large stockholders. Various rumors 
have been afloat on this point, one of the 
latest being the issuance of short term 
securities amounting to 32 per cent. or the 
equivalent in cash and offering stockholders 
the opportunity of selecting either form of 
payment according to the effect it would 
have upon their “income” position. This 
“make shift” would work out fairly well 
for both large and small stockholders, as 
some modifications might be made in the 
income tax by the time the proposed short 











The famous “Savannah,” the first steamship'to cross the Atlantic. 
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Marine common stock which thereby re- 
ceives the benefit of the increased earning 
power of the company in addition to pos- 
sible increment created by reinvestment in 
property account of funds aggregating 
more than $50,000,000. 

Organization 

Present capitalization consists of $60,- 
000,000 cumulative 6 per cent. preferred 
stock, of which $51,725,500 is outstanding, 
and $60,000,000 of common stock, of which 
$49,872,000 is outstanding. There is also 
$38,655,000 of first mortgage and collateral 
trust gold 6 per cent. bonds dated October 1, 
1916, and October 1, 1941, callable at I10 
and interest, which are being reduced 
through use of sinking fund of 10 per cent. 
per annum since October 1, 1918. 

No dividends were paid on the preferred 
until 1917 and accumulated dividends on 
June 1, 1919, amounted to 57 per cent. 

Efforts are being made to perfect a suit- 


term security would mature and meanwhile 
the “little fellow” could take his cash imme- 
diately. Although just why (insofar as the 
company is concerned) any such plan 
should be made for the benefit of the small 
shareholder is not quite clear, inasmuch as 
the same purpose would probably be at- 
tained eventually by leaving the accumu- 
lated dividends stand as they do at present. 
One reason possibly is the “bird in hand” 
aspect and immediate availability of the 
accrued dividends for the large stock- 
holders in the form of short term securities 
as collateral. 
Outlook 


The long expected official announcement 
bearing on the disposition of the 57 per 
cent. of accrued dividends on the preferred 
may be made very shortly, but regardless of 
when such action takes place, it is evident 
that it will take place and the long-range 
view favors purchase of the preferred stock 





946 


at around current levels (about $116). 

For example, even though the back divi- 
dends shouldn’t be paid for three years, the 
average annual return in the meantime 
would be very satisfactory, and there seems 
to be no question as to safety of the prin- 
cipal. Possibly this is one of the reasons 
why the American International Corpora- 
tion continues to hold 82,745 shares of the 
‘stock and a large block of common, despite 
the fact that these issues apparently have 
averaged the company considerably less 
than the current market quotations. 

The 6 per cent. bonds are selling around 
96% and as an annual sinking fund of 
$500,000 is available for their “purchase or 
redemption at not over I10 and interest,” 
the company is more interested at present in 
buying than in redeeming this issue. As an 
investment yielding a fraction over 6 per 
cent. per annum, with comparative safety, 
and some elements of market appreciation, 
the bonds are attractive. 

The largest element of speculative values 
is in the common (par $100) now selling at 
around its record high of 5834 compared to 
a low this year of 21%. A big reaction 
from current levels would ordinarily seem 
in order were it not for the facts that the 
final decision has been made not to liquidate 
the company, that earning power is increas- 
ing at an unusual rate and that the next 
few years evidently are going to equal the 
most prosperous period in the career of the 
company, which made its “peak” in 1916, 
as shown in the statement of income here- 
with. Prior td the war, some of the im- 
portant factors which operated against 
Marine were: over-capitalization, compe- 
tition of the Hamburg-American and North 
German Lloyd steamship lines, and the 
position of this countr} in regard to 
foreign trade. Now this is changed. The 
capitalization has been adjusted, the Ger- 
man lines will not attain their former posi- 
tion for years, if ever, and the United 
States is in a dominating position insofar 
as foreign trade is concerned. 

In view of the foregoing and adjustment 
of preferred dividends, it would seem that 
Marine common is in line to eventually sell 
at much higher prices, although it is not 
recommnded to “traders” on account of its 
sharp fluctuations. As a fairly “long pull” 
speculation, however, especially for those 
who prefer to temporarily dispense with the 
dividends, owing to income tax require- 
ments, the common is considered to possess 
very profitable possibilities. 


Pacific Mail 
After being on the verge of “expiring” in 
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I9I5, on account of the expected adverse 
effects of the “Seamen’s Act,” the Pacific 
Mail Steamship Company has since come to 
life in a vigorous manner and is entering 
upon a new period of expansion. 

The Company has just purchased four 
new steel cargo vessels from the U. S. 
Shipping Board and announces that begin- 
ning this month (September) it will estab- 
lish a service between San Francisco and 
Baltimore via the Panama Canal, calling at 
Cuba, Central American ports, etc., thereby 
providing shippers with an all-water service 
under the American flag. 

The company also maintains a line from 
San Francisco to Hawaii, China, Japan and 
the Philippines; one direct to Manila, 
Singapore, Calcutta, - Colombo, Saigon 
(French Indo-China), and another from 
San Francisco southward, via Central 
American ports to Panama. 

Extension of the service again to Balti- 
more and addition of four cargo vessels 
results in greater tonnage carrying capacity 
and creates a new source of revenue for the 
company. Plans are also under way for 
greater development of the Far Eastern 
service and the establishment of branch 
offices in Yokohama, Kobe, Shanghai, 
Manila and Hong Kong in place of former 
commercial agencies is another factor in 
building up American foreign trade in those 
centers. The Pacific coastwise service also 
is going to be further developed, the com- 
pany now having two fast 6,000-ton vessels 
under construction for operation between 
Seattle and San Francisco. No line is yet 
in operation by the company from North 
Pacific coast parts to Asiatic points but un- 
doubtedly will be established at the first 
favorable opportunity. 

Pacific Mail now operates practically hali 
way round the world and through its affilia- 
tions with the big Atlantic fleets of thc 
International Mercantile Marine Company, 
W. R. Grace & Company and the ramifica- 
tions of the American International Cor- 
poration, it would seem that Pacific Mail 
has become an important link in the steam- 
ship chain which extends from Europe to 
the United States, thence to Mexico and 
Central America, through the Panama 
Canal to and along the western coast of 
the United States and thence to the Orient, 
etc. 


Small Capitalization 


Present Pacific 


capitalization of the 
Mail consists of $2,000,000 common stock, 
par $5, of which $1,500,000 is outstanding. 
An issue of $1,700,000 preferred was re- 
deemed at 110 in September, 1918, and 
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70,000 shares of additional common were 
issued, which stockholders subscribed for at 
$25 a share. Consequently the common now 
has first claim on dividends, current rate 
being 20 per cent. regularly and 40 per cent. 
“extra” which on the basis of present mar- 
ket prices (around $40) returns an annual 
vield of about 7% per cent. 


Working Assets 


Working assets jumped from $4,694,781 
on December 31, 1917, to $11,535,845 on 
December 31, 1918, or an increase of about 
2,500 per cent. (making this balance sheet 
item equivalent to around $37 a share) 
without resorting to any financing other 
than issuing 70,000 shares of common last 
year at 25, the proceeds of which ($1,700,- 
000) were used to retire the preferred, 
amounting to $1,700,000. 

An important contingent asset is repre- 
sented in the operating claims of the com- 
pany against the Government. The for- 
mer’s vessels were under requisition by the 
Shipping Board for more than a year and 
in 1918 earned largely in excess of the 
Government allowance to the company, 
which did not agree to the basis upon which 
the vessels were operated. Just what this 
adjustment will amount to, if made, is diffi- 
cult to say at this time, but unofficial esti- 
mates run as high as $3,000,000 or around 
$2 a share. - 

Earnings have been turned back into the 
property, and the reserve for depreciation 
and amortization amounted to $3,512,555 on 
December 31, 1919, compared to valuation 
of $6,546,133; a total of about $900,000 
being set aside in 1918 without any increase 
in the property account. 


Earnings 


Income for the six months ending June 
30, 1919, amounted to approximately $4.13 


a share (compared to $4.10 a share for the 
corresponding period in 1918), before 
amortization and taxes which will continue 
to absorb a large proportion of annual 
revenues. The increase in income amount- 
ing to $238,845 is significant in the light of 
the company’s ability to reduce operating 
expenses due largely to the policy of install- 
ing oil burning equipment on its vessels and 
as these improvements progress, the 
economies resulting therefrom will make 
themselves felt in future earnings, inasmuch 
as the traffic of the company is constantly 
assuming greater proportions. A barrier 
against large earnings, insofar as stock- 
holders are concerned, is the low capitaliza- 
tion of the company, there being only $1,- 
500,000 outstanding and the consequent 
heavy federal taxes. Last year approxi- 
mately 45 per cent. of total income was 
reserved for this purpose and about 35 per 
cent. in 1917. 
Outlook 

Present market price of around $40 a 
share for Pacific Mail compares with a Jow 
of $29% this year and appears to have 
fairly well discounted its financial position 
and earning prospects for 1919. The com- 
pany has a growing equity in the New 
York Shipbuilding Corporation which is 
controlled jointly by Pacific Mail, Inter- 
national Mercantile Marine, American In- 
ternational and W. R. Grace & Co., which 
community of interests presage favorable 
developments over the next few years for 
Pacific Mail. The present dividend rate of 
$3 is adequately protected and although no 
startling increase in it is looked for, yet 
there are some inherent prospects of stock- 
holders securing “rights” to subscribe to 
additional stock as further physical expan- 
sion on a larger scale, especially in con- 
nection with the growth in Pacific trade, 
may make such action possible. 





WALL STREET JOTTINGS 


George M. Shutt purchased the membership in the 
New York Cotton Exchange held by the estate of 
L. Christ for $24,000. This compares with a record 
price of $24,500. 


Carl H. Pforzheimer & Co., have prepared a 
statistical review of the new $100,000,000 issue cumu- 
lative 7 per cent. preferred stock of the Standard Oil 
Company of New Jersey. It includes a chart showing 
its yield at various prices, taking into consideration 
the possibility of the stock being called at 115 after 
three years. 


National Park Bank has been appointed by the 
Surrogate of New York County administrator of an 
estate. This is the first such appointment of a 
national bank under the amendment of the Federal 
Reserve Act granting trust powers to national banks. 


Lazard Bros. Company of London, have opened an 
agency in Antwerp, at 26 Rue Quadaen, under the 
management. of C, Fuog and C. O. Oglethorpe. 


James Cyril Cuningham of Cuningham & Hinshaw, 
Liverpool; Edward G. Gibbons of Memphis; Clayton 
E. Rich, Jr., of Rogers, Rich & Co., and Herbert W. 
Bienstok of Chicago, have been elected members of 
the New York Cotton Exchange. 


Two seats have been sold on the Stock Exchange 
for an aggregate of $177,500. The seat of Theaks- 
ton de Copper was sold to Cornelius Hearn, Jr., for 
$90,000. William G. Taggard sold his seat to Henry 
C. Weitzein for $87,500. The last previous sale was 
$90,000. The following were elected to membership: 
Vance Landerdale, Arthur Sinclair, Jr., Reginald 
Rowland, Albert J. Seligman. 





California Packing Forges Ahead Rapidly 


An Unobtrusive Newcomer Upon the Stock Exchange of Great 
Strength and Promise—IJts History and Prospects 


By HARRY HOFFMAN 


UBLIC attention during the past few 
years has been focused upon our so- 
called “war babies,” with their great 

temporary prosperity arising out of unprec- 
edented conditions. Upon the ending of 
the war, oil and oil stocks came to the fore, 
and an insatiable public demand was cre- 
ated for this class of security. Temporarily, 
the companies representing our basic in- 
dustries—those which “carry on” through 
good times and bad, and whose products 
are always in demand—have come in for 
a small share of activity. But food and 
clothing the world must have, and whether 
the times be “hard” or “easy,” the business 
of such companies must continue. 

A review of world conditions over the 
past five years, and more particularly of 
our experience in attempting to feed our 
armies on the other side and the starving 
peoples of Europe, brings forcibly to mind 
the necessity for preserving our almost un- 
limited food supply, so as to make available 
in lean years and at distant points the sur- 
pluses which we accumulate. 


Expansion of Industry 


Out of this necessity has grown a vast 
expansion of the packing and canning busi- 
ness in this country. Many packers have 
greatly added to their facilities and have 
branched out into new lines of industry; 
new combinations have been formed both 
for the purpose of operating in this country 
and in South America and other foreign 
lands; and an era of general prosperity for 
all who have been engaged in the packing 
and canning business has been apparent for 
a long time. 

The business of packing and canning 
salmon has for many years been one of the 
largest and most important branches of the 
industry. The Alaska Packers’ Associa- 
tion is the largest packer of canned salmon 
in the world, and operates sixteen canneries 
in Alaska and on Puget Sound. It owns 
two salmon hatcheries in Alaska, a large 
shipping yard at Alameda, Cal., and an 
ocean-going fleet of 89 vessels used in the 
transportation of the salmon pack. 

In 1916, approximately 80 per cent of the 
stock of this important company was 
acquired by the newly-organized California 
Packirig Corporation, which at the same 
time acquired the entire capital stocks of 
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“companies engaged in other branches of 


the canning industry, such as the canning 
of fruits, vegetables, etc. Among the com- 
panies absorbed are the J. K. Armby Co., 
the California Fruit Canners’ Association, 
the Central California Canners, the Oregon 
Packing Co., the Hawaiian Preserving Co., 
Ltd., the Griffin & Skelley Co., and the 
Visalia Fruit & Land Co., all of which have 
been in business for many years. 

In its present form, therefore, it will be 
seen that while the California Packing 
Corporation is a new company, the organi- 
zations which. it comprises have long been 
in existence, and are established concerns. 

Directly, and through its own subsidiaries, 
the California Packing Corporation owns 
and operates 71 canning and packing plants 
handling fresh fruits and vegetables, located 
in California, Oregon, Idaho, Washington 
and Utah, and its business has recently 





TABLE I—ASSET VALUE. 


Net Assets 
After 
Deducting 


Asset Value Asset Value 
of Preferred of Common 
Liabilities. Per Share Per Share 
1917 ....$21,280,610 $255 $38 
1918 .... 25,629,480 311 52 
1919 .... 27,358,313 333 56 





been expanded by the purchase of the 
Hawaiian Islands Packing Co., thereby in- 
creasing its interest in that important terri- 
tory. 

These plants are of various types of con- 
struction, including wood, brick and con- 
crete. They occupy a land area of 64 acres, 
have a floor space of 3,000,000 square feet, 
and employ 20,000 persons. The properties 
also include four ranches aggregating 
almost 6,000 acres. 

It will, therefore, be seen that, although 
comparatively unnoticed, we have here an 
organization, including all phases of the 
industry, from the growing of the fruit and 
vegetables, the breeding and hatching of 
the salmon, the canning of the product, and 
the transportation and marketing thereof. 
At no stage of its operations is the com- 
pany dependent upon outside assistance. It 
has never had a strike. Its employees are 
loyal and well satisfied, and indications 
point to the presumption that the industrial 
unrest and the uncertainty so prevalent in 
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is and other countries will not affect it. 
[he fruit crops in California this year 
e the greatest in the history of the State. 
eather conditions have been all that could 
desired for fruit, and there has been 
vood quality growth with no premature 
r.pening. Peaches are more than 100 per 
nt. crop against 73 per cent. last year, 
omising 450,000 tons; prunes are over 100 
er cent. and the apricot crop promises 165,- 
o tons, the largest ever grown in the 
tate. Apples will be a million bushels 
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By virtue of its reputation and standing, 
the commercial paper of the company is 
eagerly sought by the banks and it receives 
the benefit of interest rates considerably 
lower than those paid by other large 
borrowers. 

There is authorized $10,000,000 of 7 per 
cent. Cumulative Preferred Stock of the 
par value of $100 per share, of which 
$8,206,200 was outstanding on February 28, 
1919. The authorized issue of Common 
Stock consists of 500,000 shares of no par 


Seining Chinook Salmon in the Columbia River 


more than last year, and other crops are 
running at the same excellent rate. 


Financial Condition 

A survey of the business and financial 
affairs of this company will show a most 
healthy and satisfactory condition. The 
volume of business for the current year has 
been estimated at approximately $75,000,000. 
In this connection it may be interesting to 
note that the demand for the company’s 
product was so great that its entire esti- 
mated output was sold long in advance ; and, 
inasmuch as at the time of sale it was im- 
possible for the company to fix prices for 
its product, the sales were made with the 
understanding that the prices should be the 
opening prices announced by the company, 
whatever those prices might be determined 
to be. The prices have now been fixed, 
showing at the same time a good profit to 
the corporation and reasonable prices to the 
consumer. No circumstance could more 
forcibly indicate the high regard in which 
the company’s product is held, nor the re- 
liance which its customers place upon its 
fairness and integrity. 


value, of which 338,917 shares are outstand- 
ing. There is no funded debt. 

Having thus considered the company's 
affairs, let us glance at a few figures. Table 
I will give an idea of the asset situation of 
the company and the manner in which it has 
grown. 

No Goodwill, Patents, Etc. 

Reference to the company’s balance sheet 
will show that in these assets, not one cent 
is included for patents, trade marks, trade 
names or good will, which might justly be 
capitalized at a large amount. The brands 
of the company are known all over the 
world. Among these brands is “Del Monte,” 
which is everywhere recognized as a symbol 
for the highest quality in fruits and vege- 
tables. “Gold Bar,” “Sun Kist” and “Glass 
Jar” are, perhaps, equally well known, and 
the “Argo” brand of canned salmon is said 
to command a larger sale than any other 
known brand. 

But assets, while indicating equities 
behind securities, do not alone (and with- 
out other factors) necessarily make for 
earning power, which is measured to a 
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great extent by current and working assets, 
rather than by fixed or total assets. On this 
point let us examine Table II. 





TABLE II—WORKING CAPITAL. 
Current Net Current 
and Working and Working 
Assets Assets 
1917 ... .$6,522,444 
1918 ....14,889,222 
1919 ....15,335,291 


Current 
Liabilities 
$1,247,900 

6,461,760 
4,184,025 





The current and working assets are 
sufficient to pay off the entire preferred 
stock issue and leave over $35 per share 
on the common; they consist of inventories, 
comparatively small advances to growers, 
cash, Liberty Bonds and receivables. It 
is a notable fact that the current liabilities 
for 1919 decreased greatly as compared 
with 1918, while the current assets 
measurably increased. Of the $15,335,- 
291.31 working capital in 1919, the sum of 
$3,073,950 represents Liberty Bonds and 
$1,415,245.42 represents cash. Truly a re- 
markable picture. 

What then, is the tangible figure of earn- 
ings as a result of this situation? This is 
graphically portrayed by Table III. 





TABLE III—EARNINGS. 

Net Approx. Approx. 
Years Income Earnings on Earnings on 
Ended After Preferred Common 
Feb.28 AllCharges PerShare Per Share 
1917 ....**$3,754,841 $44 $10 
1918 .... 6,147,941 73 16 
1919 .... $3,689,279 44 9 


**Of this sum, $2,668,319 is applicable to 
capital account, being accrued profits at the 
date of acquisition of subsidiaries, and $1,086,- 
522 is carried as profit; the full sum of $3,754,- 
841, however, was the amount that would have 
been earned had the subsidiaries been owned 
for the entire year, and is the fair measure of 
the company’s earning capacity for that year. 

tAfter provision (among other things) of 
$2,000,000 for Federal Taxes. 





It will therefore be seen that for the past 
three years $35 per share has been earned 
upon the common stock, which now pays 
dividends at the rate of $4 per share per 
annum. 

In order to complete the story, the fol- 
lowing analysis of the surplus account will 
prove interesting reading: 

1917 1918 
$975,433 $5,705,145 

Position of Preferred 

This brings us to the investment position 
of the preferred stock. It is entitled to 
quarterly dividends at the rate of 7 per 


1919 
$7,467,858 
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each year; it has priority as to assets to 
its full par value, plus accrued dividends, 
and is subject to redemption in whole or in 
part at I15 per cent. and accrued dividends, 
on not less than 60 days’ notice. A sinking 
fund automatically retires 3 per cent. of the 
preferred stock annually at 115. It is con- 
vertible at the option of the holder at any 
time prior to January I, 1932, into common 
stock at the rate of one and one-half shares 
of common stock for one share of pre- 
ferred. 

Such conversion privileges have in the 
past proven of tremendous value in the 
case of other corporations. For instance, 
the General Asphalt Co. has an issue of 
preferred stock convertible into common 


TABLE IV—COMPARISON WITH OTHER 
PREFERREDS. 





Selling to 
Yield Approx. 
6% 

6% 


Security 
American Agricultural 6% Pfd. 
American Car & Foundry 7% Pfd. 


American Sugar Refining 7% Pfd. 6% 
6% 
6% 


U. S. Steel 7% Pfd. 
California Packing 7% Pfd. 





stock at the same ratio as the stock we have 
under consideration—that is to say, one and 
one-half shares of common for one share 
of preferred. The Asphalt preferred pays 
only a 5 per cent. dividend. . When the 
Asphalt common stock sold at 60 or below, 
the preferred sold upon its investment 
basis, but when the company came actively 
to the attention of investors, the common 
stock rose until, within the past few weeks, 
it has sold at $80 per share (although pay- 
ing no dividends), having been considerably 
higher within the past few months. Con- 
currently with this rise in the common 
stock, the Asphalt preferred rose in price 
and at the same time sold at $120 per share, 
having also been much higher within the 
past few months. The value of the con- 
version privilege is, therefore, readily 
apparent. 

Due to the fact that there is no funded 
debt, from an investment standpoint, the 
California Packing preferred may almost 
be said to occupy the position of a first 
lien or charge upon the Company, and may 
be regarded as being at least as safe as 
many a bond issue. 

The comparison in Table IV will show 
that the present prices for the Convertible 
Preferred Stock of this Company have not 
discounted its earnings and business or the 
value of the conversion privilege. Of the 
preferred stocks listed in the table, none 
has any conversion privilege except Cali- 
fornia Packing. 





Freeport Texas Co. 


Expects Prosperity 


With Wartime Demand for Sulphur Over, Company Must Wait for 
European Orders to Materialize—Great Potential Values 


and Assets 


Behind Stock 


By THOMAS P. ROBINSON 


ry\HE Freeport Texas Company is the 
| holding company that controls the 

Freeport Sulphur Company, which is 
one of the two great sulphur refining com- 
panies that turn out practically the whole of 
the American output—the greatest in the 
Ww rid. 

During the war its product was in great 
jemand, as sulphur is extensively used in 
he manufacture of explosives. It is the 
primary material in the manufacture of 
sulphuric acid by certain processes, and it 

is been said that the material civilization 

i any country can best be measured by the 
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amount of sulphuric acid that it uses, as 
this substance enters, at one stage or 
another, into the manufacture of nearly 
every chemical in common use. Other im- 
portant uses of sulphur are in the prepara- 
tion of fertilizers and of certain dyes. 
During the war the pressure of military 
demands forced the Freeport company to 
speed up production to the limit, and to 
turn out record quantities of the yellow 
mineral. A slowing-up in the demand 
came, however, even before the armistice, 
back in August, 1918, and the actual cessa- 


tion of hostilities found the company with 
a largely increased equipment, huge reserve 
piles of mined sulphur, at some times repre- 
senting fifteen months’ work, a large above- 
ground supply of sulphur and very little of 
a commercial demand. The explosives 
demand was over, fertilizers were in the 
same position as sulphur, as far as large 
supply and slack demand were concerned, 
and the dye industry had not, and in fact, 
has not as yet, shown itself capable of 
absorbing large quantities of the company’s 
product. Hence there was a period of 
depression for the company which has only 
recently shown signs of lifting. Italian 
information sources declare there is no 
truth in the rumor that the company has 
been exporting sulphur to former producers 
in Sicily. 

Another disturbing factor which has 
only lately been eliminated was the pending 
litigation with the Union Sulphur Com- 
pany over the patent rights to the hot- 
water process which the company uses in 
the extraction of its sulphur. On May 5, 
1919, the United States Supreme Court 
declared it would not review the unanimous 
decision of the United States Circuit Court 
of Appeals in favor of the Freeport Texas 
Company as to these patent rights, thus 
definitely disposing of this threatening 
possibility. Because of uncertainty as to 
the outcome of this litigation the subsidiary 
company had been postponing the payment 
of earned dividends to the holding company, 
causing the latter to show nominal deficits 
since 1917. These back dividends, it is 
highly probable, will be paid to the parent 
concern this year and will cause an un- 
usually favorable income showing. 


Financing 


In its application for listing on the New 
York Stock Exchange, which was approved 
in June of this year, the company stated 
that its capitalization consisted of 500,000 
shares of no par value, with no funded 
indebtedness. These shares were carried 
on the books at $7, which corresponds 
to the price assigned them in 1917, when 
the 35,000 shares of the old stock of $100 
par value were exchanged for the present 
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issue at one share of the old stock for 14 2-7 
shares of the new. 

The company holds all the outstanding 
and authorized stocks of the Freeport 
Sulphur Company, the Freeport Terminal 
Company, the Freeport Town Site Com- 
pany, the Freeport Sulphur Transportation 
Company and two Freeport public utilities 
companies. Of these, by far the most im- 
portant is the first named, which owns 
8,677 acres of sulphur-bearing land near 
Freeport, Texas. The sulphur operations 
of the company are conducted by running 
hot water in pipes to the sulphur deposits, 
usually about 900 feet underground, forcing 
the melted sulphur up to the ground and 
through pipes to storage bins, where it 
hardens into great blocks of 100,000 pounds 
each. When needed, these are blasted open 
and the sulphur is loaded into railroad cars. 
The mineral obtained by this process is 
from 99% to 993% per cent. pure. 

The boilers needed for the hot-water 
supply use oil as fuel, and are supplied by 
the company’s vessels with fuel oil from 
the Tampico wells which the company 
bought in June from the Pan-American 
Petroleum Company. All drilling equip- 
ment, machine shops, warehouses, railroad 
tracks, river dredges and terminal facilities 
which the company uses are owned by it, 
and in addition, its power plants supply 
the city of Freeport with electricity. 
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Earnings 

As will be seen by the attached table, 
dividends paid by the holding company 
have been slightly in advance of declared 
earnings. This indicates that the sub- 
sidaries were holding back payments of 
dividends to the holding company in order 
to meet an adverse decision on the part 
of the Supreme Court, as well as to be on 
the safe side as to income and other taxes. 

This explains also why it was not reck- 
lessness on the part of the company to keep 
on paying substantial dividends at the same 
time that it was reporting deficits. The 
holding company knew that it could count 
on the sums accumulated by the subsidiaries, 
and while no payment was made between 
May 15, 1918, and May 20, I9gI9, a divi- 
dend of $2 a share was declared on tlie 
latter date and $1 a share was paid on 
August 30. 

The stock has sold as high as 64 since its 
listing, and is now around 47. The price 
does not seem to discount the present and 
prospective earnings of the company, in 
view of the accumulated holdings of its 
subsidiaries, its success in the litigation in- 
stituted against it, and the outlook for heavy 
sales abroad as soon as shipping and credit 
conditions shall permit of extensive exports 
of raw materials to the foreign countries 
that need them—consequently, it would seem 
that an advance marketwise is in order. 





WALL STREET JOTTINGS 


David Masnik has joined the firm of E. Steiner & 
Co., of 15 Broad St. 

Irwin G. Jennings, assistant secretary of the Metro- 
politan Trust Company of New York for the last three 
years, has resigned to become business director of the 
Glass Containers Association of America) recently or- 
ganized by manufacturers of glass and allied lines in 
the United States and Canada. 

Henry C. Stevens, assistant cashier of the National 
Bank of Commerce, and George W. Curtis of its for- 
eign department have sailed to spend several months 
studying financial and economic conditions in Central 
Europe. 

Daniel E. Woodhull has been elected president of 
the American Bank Note Company to fill the vacancy 
caused by the death of Warren L. Green. Alexander 
C. Cary was chosen first vice-president to succeed 
Mr. Woodhull. 

Robert H. Holmes, of Moyse & Holmes, who has 
sold his Cotton Exchange membership, will retire from 
active business and leave New York soon for his 
plantation near Biloxi, Miss., adjoining Beauvoir, the 
old home of Jefferson Davis. 

Chandler & Co. have announced that the Guaranty 
Trust Company has been appointed transfer agent 
for the American Ship and Commerce Corporation. 

Robert C. Cairns has retired from the firm of 
Gwathmey & Co., and will engage in business in 
Liverpool. 

G. S. Foster & Co. have opened a department for 
trading in unlisted stocks and bonds under the direc- 
tion of Oscar R. Dare. 

Balfour, White & Co. have opened offices in Mon- 


treal for the transaction of a general brokerage bu 
ness in stocks and bonds, and will devote especial 
attention to unlisted Canadian securities. Their New 
York correspondents are Frederic H. Hatch & Co. 

At a meeting of the executive committee of the 
Guaranty Trust Company of New York, Sanford 
T. Bennett was appointed an assistant secretary oi 
the company. Mr. Bennett entered the company's 
service about nine years ago and recently has been in 
the bond department of the Fifth avenue office. 

J. C. Jay, Jr., has been elected president; G. W. 
Mixter, vice-president, and M. E, Forbes, treasurer, of 
the Pierce-Arrow Motor Car Company. S. O. Fel- 
lows, as controller, will assist Mr. Forbes; C. Pear- 
son has been promoted to be secretary, and J. 
Gulder has become general superintendent. 

E. F. Clymer, formerly with Bonbright & Co., Inc., 
has become associated with Chandler & Co., Inc., and 
will be identified with the administrative department 
of that organization. 

The New York Cotton Exchange membership of 
Robert H. Holmes, of Moyse & Holmes, has been 
purchased by George B. Post, of Post & Flagg, for 
$24,500, compared with the last previous sale of 
$24,000. This sale establishes a new high record f: 
Cotton Exchange seats. 

George B. Robinson, formerly manager of the i 
vestment department in the Chicago office of Georze 
H. Burr & Co., has come to New York to open a 
security buying department for the same firm. Charl«s 
L. Trumbull, formerly with Halsey, Stuart & Co., 
Chicago, is now manager of the investment depart 
ment in the Chicago office of George H. Burr & Co. 





Current Stock Offerings 


HE salient facts concerning current stock offerings. 


No opinion or rating of any kind is attempted, 


and the purpose is purely to keep the reader informed on the more important issues. 


THE COCA-COLA COMPANY. A Delaware cor- 
eration formed to acquire the assets, formula, good- 
vill and trade-marks of The Coca-Cola Co. of Georgia. 
Business started in 1886. Demand for this drink has 
-xceeded the annual production during each of the 
ast 25 years. Its consumption greater than that 
for any other soft drink in the world. Sales have 
been showing good expansion for a number of years. 
Earnings for first seven months of current year were 
ipproximately $5,250,000 net before Federal taxes, 
and based on the 1919 rates of taxation and proposed 
nvested capital this should figure up to about $6.53 
a share of common. Capitalization of new company 
is to ecnsist of $10,000,000 non-voting 7% cum. pre- 
ferred and 500,000 shares of common, with no par 
value, which are to be held in trust. Upon comple- 
tion of new financing there will be no funded debt. 
Voting trust certificates offered at $40 a share. 


DURHAM (N. C.) HOSIERY MILLS 7% CUM. 
PREF. Company owns 9 different plants located 
throughout North Carolina. Number of spindles in 
operation, 67,000. Mills employ about 3,500 hands 
and have a daily output of 200,000 pairs of varied 
mercerized hosiery. Proceeds of this issue to be used 
to provide additional working capital and funds for 
the construction of additional plants which will bring 
the daily output up to 300,000 pairs of hosiery. Divi- 
dend requirements earned with very wide margin and 
issue protected by large asset values. Authorized 


capitalization upon completion of present financing 
wili consist of $5,000,000 7% cum. preferred, $1,- 
250,000 class “A” common, par $100, and $3,260,000 


class “B” common, par $50. Outstanding, $3,000,000 
preferred, $1,250,000 common class “A” and $3,252,- 
875 common class “B.” Annual cumulative sinking 
fund of 3% of largest amount of preferred outstand- 
ing beginning with July 1, 1920, provided for to pur- 
chase or redeem preferred at not over 110. Offered 
to the amount of $3,000,000 at 98 to net 7.15%. 


NATIONAL MOTOR BUS CORPORATION. This 
company owns the entire capital stock of Chicago 
Motor Rus Co., successfully operating 50 double-deck 
buses on the North Side of Chicago. Proceeds of 
issue to be used to increase number of buses to 130, 
install a mew service on the South Side and give 
Chicago a thoroughly modern and satisfactory bus 
system. Arrangements are under way to establish 
motor bus systems in St. Louis and Newark, connect- 
ing the business with residential sections. Plans are 
also under consideration to extend system to other 
cities. Prospects for large and prosperous develop- 
ment of motor bus systems stated to be very favor- 
able. Company expects to have in operation a mini- 
mum of 250 buses in three cities as soon as deliveries 
can be obtained. Earnings per bus estimated at $9,300 
annually and total annual earnings at $2,325,000. 
Capitalization authorized, $25,000,000; par value, $10. 
Outstanding, $7,500,000. Offered at $7.50 a share. 


NATIONAL TEA 7% CUM. PREF. Company 
operates a chain of 130 retail grocery stores and 111 
wagon routes retailing staple and fancy groceries. 
Business has been in successful operation since 1899, 
with constantly icreasing sales. Sales are now run- 
ning at rate of over $12,000,000 a year. Net earnings 
in six years ended Dec, 31, 1918, averaged over 3 
times dividend requirements, and were earned over 
5 times in the six months ended June 30, 1919. Net 
tangible assets are over $250 a share of preferred and 
net quick assets, $150. Capitalization authorized, $1,- 
$00,000 7% cum. preferred and 20,000 shares of com- 


mon with no par value. Outstanding, $1,000,000 pre- 
ferred and 20,000 shares of common. Annual sinking 
fund of 5% of largest amount of preferred outstand- 
ing for redemption of issue at 110. No funded debt 
can be created without consent of 75% of preferred 
stock. Management of company remains unchanged. 
Offered to amount of $1,000,000 at 97% to net 7.20%. 


THE PROCTER & GAMBLE COMPANY 6% CUM. 
PREF. Company and its subsidiaries are today 
the largest producers in the U. S. of soaps, glycerine 
and foodstuffs manufactured from vegetable fats, such 
as cottonseed and cocoanut oils. Its best known prod- 
ucts are Ivory Soap and Crisco. Business has been 
showing good development for more than 80 years. 
Purpose of this issue is to provide additional working 
capita] for plants under construction and contemplated. 
Net income after interest and other prior claims for 
the past seven fiscal years have averaged 10 times 
dividend requirements on this issue, and for the past 
three years, 13 times. Upon completion of present 
financing, net quick assets will be $525 a share for 
the new preferred and net tangible assets, $666. | 
thorized capitalization upon completion of present 
financing, $22,500,000 serial gold notes, $2,250,000 
8% preferred, $45,750,000 6% preferred \this issue? 
and $24,6.0,000 common. Outstanding $22,500,000 
serial notes, $2,250,000 8% preferred, $9,866,100 6% 
preferred and $19,732,111 common. Offered at 100 
to net 6%. 


_THE VANADIUM COMPANY OF AMERICA. 
Formed with a reported capitalization of 280,000 
shares with no par value to take over the control of 
the American Vanadium Company organized in 1906. 
Control taken over by Allan A. Ryan, with whom, it 
is understood, Mr. Charles M. Schwab, Mr. J. Leonard 
Replogle, General Du Pout and a number of other 
prominent interests are associated. Mr. Replogle, 
president of the old property, will, according to re- 
ports, head the new company. The new company will 
control about 95% of the world’s entire output of 
vanadium. The chief use of this metal is to increase 
the strength and resisting power of steel. The auto- 
mobile industry is the largest user of vanadium, and 
this looks like a move by the automobile interests to 
assure themselves of an ample supply. Capitalization 
of the old company consisted of $700,000 with par 
value of stock $100. Large dividends were paid on 
stock for years. Based on amount stated to be paid 
for control, asset value per share of the new stock 
figures up to about $250 a share in estimation of the 
management. Stock stated to have been underwrit- 
ten by interests close to the management at $37.50 a 
share. 


THE WEST INDIA SUGAR FINANCE 8% CUM. 
PREF. Business of eurperyeien consists of financ- 
ing sugar companies in the West Indies by advances 
secured by mortgages, liens on growing crops of sugar 
cane and selling the sugar produced. The manage- 
ment of the company is in the hands of interests 
closely identified with Messrs. B. H. Howell, Son & 
Co., which firm, or its predecessors, have been suc- 
cessfully engaged in the sugar business for over 60 
years. Dividend requirements are earned with very 
wide margin. Equities available per share of pre- 
ferred after taking care of bonds amount to about 
$218. The proceeds from this issue will leave the 
company free of floating indebtedness other than ac- 
cepted drafts against sugar in warehouses, and in- 
creases the company’s working capital to more than 
$5,000,000. Offered to the amount of $3,500,000 at 
100 to net 8%. 
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Trade Tendencies 
As Seen by Our Trade Observer 
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T= average investor has neither the time nor the opporturtity to follow developments in 
the various industries, although developments at times are of vital importance 
in the consideration of the long range prospects for securities. This department will sum- 
marize and comment upon the tendencies in the more important trades as expressed in the 
authoritative trade publications and by recognized leaders in the various industries. As 
the general tendency in a given trade is but one of the many factors affecting the price of 
securities representing that industry, the reader should not regard these Trade Tendencies 
alone as the basis for investment commitments, but merely as one of many factors to be 


considered before arriving at a conclusion.—EpiTor. 


Steel 


Strike Fear Wanes 


While there is no definite assurance that 
the threat of a strike in the steel industry 
which caused such disturbance some weeks 
ago will not be carried out, a feeling of con- 
fidence has taken the place of the former 
nervousness. Heavy orders that have been 
delayed because of uncertainty as to the labor 
situation have been coming in recently. 

The more hopeful attitude toward the labor 
situation is due to the belief of steel men 
on investigation that the workers will not be 
willing to strike, particularly not the skilled 
or semi-skilled ones, who are for the most 
part American. As a straw showing which 
way the wind blows, some attach importance 
to the news item that many mills in the Pitts- 
burg district were kept operating on Labor 
Day. More fundamental considerations making 
for greater optimism in regard to labor are 
the report of the Cost of Living Committee of 
the New York State Federation of Labor, 
recommending the cessation .of all strikes 
either in existence or impending, and the 
stimulation of all workers toward greater unit 
production though this committee was later 
repudiated by the State organization; and also 
the President’s offer of a conference between 
representatives of capital and of labor at which 
they are to discuss their joint problems. 

While August’s steel output is expected to 
be very nearly equal to that of July, it is said 
that a much better showing would have been 
made if it had not been for a decided shortage 
of cars. This transportation difficulty is ex- 
pected to become more serious later in the 
year, when the roads will be taxed to the 
utmost in moving the large crops and the 
seasonal coal distribution. 

The August production of pig iron was 
most satisfactory, being an increase of close 
to 320,000 tons over July, which was about 
the figure of the July increase over June. Up 
to date this activity seems to be increasing, 
as more furnaces are being blown in. At the 
present rate the annual production should be 
only 11% behind the extraordinary output of 
1918, which was made necessary by war-time 
needs. 


The buying is nearly all for current con- 
sumption, although there is a decided ten- 
dency on the part of consumers to try to book 
orders as far ahead as the producers will per- 
mit them to. Recent labor uncertainties have 
added to the determination of steel makers not 
to sell for any long period ahead, lest they find 
themselves hung up with previous contracts 
below the price ruling at the time of delivery. 
This situation existed during the early part of 
this year, it is said, and was the reason why 
many companies which were operating at a 
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fair percentage of capacity did not make much 
money. 

Most of the mills, however, are stocked up 
with orders for two months or more, and one 
of the larger independents has announced its 
withdrawal from new business. It seems to be 
one thing, however, to get the orders and exe- 
cute them, and another to get them to their 
destination, and transportation troubles have 
forced many mills to slow down even when or- 
ders were heavy because of the difficulty of 
moving both raw material and finished product. 

Uneven Activity 


Probably the most active part of the in- 
dustry is the sheet rolling, which is operating 
at very close to 100% of capacity. Tin plate 
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is also extremely active, largely because of 
orders from the canning industry of the far 
West based on the abnormal fruit and other 
crops and unusually large salmon catch, 

In spite of the long-postponed railroad 
orders, the equipment companies are doing 
quite a large volume of business, much of it 
for foreign demand. Spain and Japan con- 
tinue to be among the heavy buyers of this 
class, and South American purchases are also 
fairly heavy. 

Because of the activity of the oil industry, 
pipe manufacturers are sold up almost until 
December for the most part. Wire makers 
have, in nearly all cases, withdrawn from the 
market because of the great pressure of out- 
standing business. It is to be remembered 
that the first price advance in the steel in- 
dustry came in wire because of the heavy 
demand. 

Plates and structural steel are the most 
inactive lines in the industry, as foreign orders 
have not been coming in freely of late, and 
producers have been compelled to offer 
moderate price concessions to get business. 
What orders have come in have been for 
small tonnages, except for one big order from 
a steel company in India which is devoting 
all its capacity to steel rails. Belgian com- 
petition, which was formerly of some im- 
portance, has been resumed, but is not yet at 
a point where it is to be regarded as menacing 
the export position of American steel makers. 
As for Belgian imports of steel, particularly 
as locomotives and cars, the demand continues 
to be high, but it is said that there is little 
chance of the inquiries materializing into 
orders as long as Belgium insists on long- 
term credits as a condition of sale. 

This same trouble is being found in many 
negotiations for sales to Europe and the 
export trade in steel products, while large and 
expanding, has so far been practically con- 
fined to the non-European world, except for 
such corporations as could finance out of their 
own resources their long-credit sales. 

Price changes have not been numerous or 
general, but there have been enough of them 
to indicate the strength of the industry. 
Notable have been the advances in cast iron 
pipe, the dropping of the freight charge 
differential on Socios pig iron, the rise in 
rail carbon bars, and the premium now being 
put on sheet bars, which reflects the great 
demand for sheets. 

The weakest spot in the industry at the 
present time is the scrap market, where 
consumers seem inclined to lie low, and 
material reductions, sometimes as much as 
$1 or $2 a ton, have been found necessary by 
dealers in order to do business. Some dealers 
have even withdrawn from the market entirely 
pending the establishment of better condi- 
tions. 

The strength of the industry is especially 
surprising in view of the absence from the 
market of the railroads, formerly among the 
most considerable of the customers of the 
steel industry. In view of this it is anticipated 
that the re-entry of the railroads as steel 
purchasers will mean an actual congestion of 
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orders, with the industry as a whole working 
up to full capacity. 


Copper 
The Potential Demand 


The steadying factor in the copper market 
of the last few weeks has been the great po- 
tential demand which is known to exist, but 
which will have to wait until general busi- 
ness conditions become more stable before it 
enters the market. For this reason the de- 
cline in copper activity of which some specu- 
lators took advantage to get rid of their 
stocks at prices below the prevailing ones 
failed to cause a general decline in the quo- 
tations of leading producers. 

The principal element in this unsatisfied de- 
mand is the European need of copper to 
resume production, a need intensified by the 
deprivation of imports which has prevailed 
since 1914. The great difficulty here is the 
disturbed state of foreign exchange, and the 
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heavy handicap which the premium on the 
dollar puts upon the foreign consumer of 


copper. Particularly is this true of Ger- 
many, which needs our copper the most. The 
mark has so depreciated in exchange that to 
buy our copper German manufacturers would 
have to pay tremendous prices at prevailing 
exchange rates, which would either cut 
heavily into their profits or force them to 
charge prices so high that their sales would 
be extremely restricted. 

With the formulation and adoption of some 
plan for the financing of our exports, and the 
return of water-power through the medium 
of electricity to the favored place which it 
occupied in manufacturing before cheap coal 
drove it out, foreign demand for copper may 
be expected to materialize into heavy orders. 

A similar substitution of electric power for 
steam on American railroads, which has been 
going on steadily under the pressure of rising 
coal costs, means a larger domestic demand for 
copper. To this must be added the increas- 
ing copper purchases of the public utilities 
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which have been forced to cut expenses down 
to the bone because of stationary rates and 
rising costs hitherto, but are now receiving 
more generous treatment all over the coun- 
try in the form of higher fares and rates. 
These companies have large maintenance defi- 
cits to make up, particularly the telephone and 
telegraph companies, the tractions, and of 
course the electric current concerns. 
The building boom has also helped maintain 
a steady market for copper, and the demand 
from this source may be expected to keep 
on for some time, until the construction short- 
age is relieved substantially. 
Stagnation Probably Over 


The volume of inquiries coming in from 
domestic consumers is being taken by copper 
men to indicate that the stagnation which 
has prevailed since the first week of August 
is about over, and that a resumption of the 
active buying of June and July may be ex- 
pected. To some extent the shortage was 
caused by this very buying, as many large 
consumers, realizing that copper at 16 cents 
a pound was in for a big adavnce, “did their 
Christmas shopping early” and started copper 
prices on their upward trend. In doing this 
they bought such heavy stocks as to remove 
themselves from the market for a time, but 
now find that the activity in the copper in- 
dustries has cleaned out their supplies, and 
now they have to go into the market again 
for fresh stocks. ; 

The leading producers are standing pat 
on the older prices of 23% to 24 cents a pound, 
and are refusing to make any commitments 
for delivering more than a month or so 
ahead, indicating their belief that prices may 
advance still further, perhaps to the 30-cent 
level predicted by some observers. Copper 
production appears to have been cut again 
to slightly lower than the July levels, the 
producers preferring to wait until the large 
surplus stocks are exhausted rather than to 
use up their ore reserves now and sell the 
metal at present prices which may well be 
surpassed in a few months. 

The speculative element appears to have 
been sold out during the recent dull period in 
the copper market, and resales are not of 
much importance any more. The principal 
element in these transactions seems to have 
been unwillingness to carry the metal any 
longer with the storage and interest charges 
involved. With the improvement in the labor 
situation in the copper industries and the 
lifting of the freight embargo on the New 
York, New Haven and Hartford, copper 
manufactures have boomed in New England, 
and many mills, particularly those making 
wire, sheet and brass goods,:are working at 
close to capacity. Copper therefore appears 
to be in for a resumption of the boom which 
was interrupted by the dullness of the greater 
part of August. 


Coal 
Car Shortage Admitted 
Director-General Hines of the Railroad Ad- 
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ministration has admitted in a report to the 
Senate that a car shortage will make its ap- 
pearance this winter if we have the normal 
coal consumption of 500,000,000 tons. Trans 
portation has been one of the great troubles 
of coal operators all through this year, the 
statement being made that at one time 450,- 
000 open-top or “coal” cars were standing idle 
on the tracks, unable to be repaired because 
of the Director-General’s restrictions as to 
the hours and man-shifts available for repair- 
ing railroad cars. ; 


In his report to the Senate Mr. Hines de- 
clared that the main cause of the expected 
transportation difficulties was the refusal of 
the consuming public to buy its stocks of 
coal earlier in the year, as recommended by 
the National Coal Association and Dr. Gar- 
field. The car shortage will be aggravated, 
it is expected, because of the large fall and 
winter traffic in grain and other crops and 
in manufactured goods going out to the farm 
districts. 


As a result of the persistent warnings of the 
Coal Association and the Hines admission, 
buying has been rather heavy in the last few 
weeks, but coal operators say that it has come 
too late to save the situation. The main 
trouble centers in the bituminous industry, 
where orders have been delayed because of 
the hope of declining prices, resulting in small- 
er production on the part of the miners, who 
in some cases ran the mines only three or 
four days a week. They declare that to satisfy 
the normal demand they will have to mine 
11,000,000 tons of soft coal a week instead 
of the close to 10,000,000 tons a week rate 
now prevailing, which is about normal, and 
is enough to tax heavily the transportation 
facilities of the country. 

The domestic consumer, it may be said, has 
little to worry about. The production of do- 
mestic sizes of hard coal has been good and 
deliveries rapid, although in preparation fo 
anticipated transportation difficulties coal 
operators have had to install a system of al- 
lotments whereby those consumers who were 
least accessible were served first, the larger 
towns and those with good railroad connec- 
tions being held for the last so as to equalize 
the distribution. 


The steam sizes of anthracite are being 
produced in larger quantities than the market 
seems able to absorb at present. The same 
is true to a large extent of the steam sizes 
of bituminous, which in many cases have had 
to be stocked by the operator for lack of 
any effective demand to take them away. 


What complicated the whole situation and 
made things even harder for the operator was 
the railway shopmen’s strike interlude, which 
caused heavy accumulations both at the mines 
and at coal yards in some coast cities. The 
latter were not so unfortunate, however, as 
there has been a steady demand for coal for 
bunkering from ships coming to this coun- 
try, who prefer to receive their supplies of 
bunker coal here rather than abroad because 
of its lower price and speedier bunkering. 
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The Labor Situation 


Many coal men profess to be greatly wor- 
ried over the labor outlook, and it is true 
that there has been a good deal of agitation 
recently in the coal trade for shorter hours 
and higher wages. In Indiana and in Penn- 
sylvania demands have been formulated for 
a thirty-hour week and for increases in pay 
ranging from 25 to 60 per cent. 

it must be remembered, on the other hand, 
that no wage increases have been made while 
the price of certain varieties of coal has been 
going up, in accordance with a sliding scale 
announced last spring, which provides for a 
fifty-cent total rise, then stationary prices till 
April, at which time another advance may be 
made. 

The operators claim that their overhead ex- 
penses have greatly increased relatively, even 
though the mines have been kept running only 
three or four days a week, and that prices 
have actually fallen since the dissolution of 
the Fuel Administration. They claim that 
their margin of profits is inordinately low at 
the present time, and should it be reduced 
further, many high-cost producers would be 

irced to close down, thus decreasing the sup- 
ply of coal and correspondingly forcing its 
price up, even above the increased production 
cost. The outlook is therefore for advancing 

rices in soft coal, though not in anthracite, 
if anything should come of the labor agita- 
tion in the coal industry. 


Railroads 
Confused Counsels 


The flood of advice, proposals, and plans for 
the solution of the railroad problem con- 
tinues to roll merrily on, while on the rail- 
roads themselves events move independently of 
Congress. The significant fact of the last few 
weeks has been the determination of the Ad- 
ninistration to take a stand in opposition to 
the demands of the railroad workers, although 
t has tempered its position by the proposal 
for a meeting of representatives of capital and 
labor in October, the President’s offer of a 
wage increase of four cents an hour, and the 
promises made to the workers that it would 
do all in its power to bring down the cost of 
iving. 

The: strike threat has lost a good deal of 
its edge since many of the striking shopmen 
have gone back to work and the Director- 
General has announced that he will keep the 
trains running with all the force behind the 
Government. The brotherhood leaders, too, 
even in submitting to the workers a referen- 
dum on a strike vote, advised caution and pa- 
tience pending the outcome of the Adminis- 
tration’s efforts to bring down commodity 
prices. 

Both committees of Congress which have 
heen working on the railroad problem have 
hrought in their reports, and on neither of 
them does the Plumb plan appear to have 
made a very deep impression. The Cummins 
bill, presented by the Senate Committee, has 
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as_its principal provisions: the abolition of 
railroad strikes, the determination of railroad 
revenues to be left to the I.C.C., representa- 
tion of the men on the managing boards, with 
equal share in determining their wages and 
working conditions, the funding of the rail- 
road debt by means of five-year bonds, and 
splitting of excess profits above a fair return 
= a railway transportation board to be cre- 
ated, 

The principal objection leveled at the bill 
so far has been that it would penalize the 
“strong” or efficient road for the benefit of 
the “weak” road, and some railroad executives 
have expressed their disapproval of the fea- 
ture which calls for a division of profits with 
the government board. 

The idea of a Federal transportation board 
has been making great headway of late, and 
has appeared in many of the new proposals 
which have been laid before Congress. An- 
other common feature of these plans has been 
the unification of weak and strong lines into 
a number of systems, each enjoying a regional 
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monopoly. Limitation of the percentage of 
net profits has also been favored by many, 
and also Federal regulation of the issue of 
new railroad securities. 

At the hearings of the House Committee 
the difference between the views of the bodies 
representing the railway investors, summar- 
ized in the Warfield plan, and the executives, 
headed by Judge Lovett, were made clear, 
particularly as to the limitation of net profits 
to 6% under the Warfield plan, to which 
Judge Lovett took exception. At the hearings 
also Howard Elliott, president of the North- 
ern Pacific, declared that a 25% rate increase 
would be necessary immediately to fill the 
operating needs of the railroads, particularly 
with the wage increases now in sight. 


Railroad Stock Holdings 


In the meantime the number of people and 
institutions holding railroad securities for in- 
vestment has been steadily increasing, indiecat- 
ing that the people at large expect a satis- 
factory solution of the railroad tangle after 
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all. Figures show that the number of stock- 
holders in railroads operating 96.6% of the 
mileage of the United States had increased 
from 600,671 on Jan. 1, 1915, to 647,689 on Jan. 
1, 1918. Statistics for the Pennsylvania RR. 
show that the number of stockholders at the 
present time is the greatest on record, 112,216 
being on the Company’s books on Aug. 1, an 
increase of 8,033 over the number listed a year 
ago at this time. 

That the definitive settlement of the rail- 
road question is expected to hold over until 
the next Congress is shown by the efforts of 
the Plumb plan League to create a body of 
public opinion favorable to their plan which 
would act through the medium of Congress- 
men elected next year. The consensus of 
opinion, however, is that the present Congress 
will be compelled to find some solution be- 
cause of the uncertainty in all lines of busi- 
ness caused by the present conditions of sus- 
pense as to the railroads. 


Leather 
Why High Prices? 

One of the most spectacular individual items 
in the great mass of price advances which 
have gone to make up the “high cost of liv- 
ing” has been the rise in the cost of leather in 
all its stages, particularly shoes, The most 


obvious explanation is that of profiteering, 
which is the theory favored by the report of 


the Federal Trade Commission on the leather 
industry. One sentence summarizes the com- 
mission’s findings: “Leather manufacturers, 
shoe manufacturers, and retail shoe merchants 
all made unprecedented profits,” which might 
be still further condensed into one word— 
“Profiteering.” 

A closer analysis of the situation, however, 
shows that the prevailing factors have been 
decreasing imports of the raw materials and 
increasing exports, particularly in the finished 
products. As to the first point, leather men 
state that the United States normally has to 
import one-half of the leather it uses. The 
domestic supply has slightly increased, but to 
counterbalance this official statistics compiled 
by the “Shoe and Leather Reporter” show that 
imports have fallen from 20,359,935 pieces, 
worth $26,530,993, in 1913, to 975,942 pieces, 
valued at $4,174,541, in 1918. Hence at the 
raw materials end of the leather industry we 
have a striking shortage. 

Coming to consider exports from the 
United States, we find that for the first seven 
months of 1919, leather and manufactured 
goods were exported from the United States 
to the value of $142,992,570, as compared with 
$92,320,272 for the corresponding period last 
year. These records were made in spite of 
the export embargoes laid by England, France 
and Italy shortly after the armistice, only re- 
cently relaxed and then only partially. 

At the present time the Department of Im- 
port Restrictions at London is heing petitioned 
by the American Chamber of Commerce and 
the British Boot and Shoe Group to increase 
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the permitted imports of shoes into Great 
Britain from the present allotment of 25% of 
the 1913 imports of these products as a maxi- 
mum. This shows that the prices of leather 
manufactures are so high abroad that im- 
porters are anxious to buy American shoes 
even at prices which we consider exorbitan'! 
here, 

This, we believe, explains the situation. As 
in many other commodities, there is a world 
shortage of leather, more intense in Europ: 
than in this country. Prices are therefore 
relatively higher abroad than here, and the 
effect of an unrestricted export trade is t 
tend to equalize prices, bringing up those o! 
this country and reducing those abroad. Ex 
port restrictions on leather would prevent 
prices from advancing further in the same way 
that similar measures in the case of sugar 
have prevented advances in the price of that 
commodity despite all the talk of shortage. 

Price Agitation 

The anti-profiteering talk of the last few 

weeks has served to squeeze a good deal of 
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“water” in the form of inflated profits out of 
the leather market. Prices have ruled easier, 
and there has been talk of some of the large 
leather warehouse stocks said to exist coming 
out into the market. Something has also been 
done by the sale of Government-owned shoes 
to the public at close-to-cost prices. 

The charge of many shoe men that one 
cause of high prices is due to the public’s un- 
willingness to buy the lower grades of shoes 
seems to be true to a large extent, but it is 
also true that most of the available supply of 
these qualities of shoes has already been re- 
moved by the large export demand for the 
lower grades which has absorbed them all and 
is now after the better grades. 

Prospects now are very different from the 
prediction made some time ago by the Na- 
tional Boot and. Shoe Manufacturers’ Asso- 
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ciation, which said that prices might be ex- 
nected to keep on advancing through the 
spring of 1920, at which time there would 
come the beginnings of a downward price 
movement in the leather industry. The out- 
look now is that every price advance will be 
rigidly scrutinized and discouraged, and that 
exports will be sacrificed, if need be, to cut 
down the present oppressive costs. 


Textiles 
Market Uncertain 

The prevailing feature of the textile mar- 
kets of all classes is uncertainty. The gen- 
eral impression seems to be that prices are 
destined to be higher in a few months, but 
everybody seems to hesitate to take the first 
step. Among the causes assigned are short- 
age of production in the raw materials, cot- 
ton and wool particularly, labor troubles, 
heavy export demand, and generally high pro- 
duction costs. 

The latest Government report on the con- 
dition of the cotton crop, putting it at 61.4%, 
has had little market effect, as it has been 
about what was expected. The European de- 
mand has been great, and progress is being 
made in concluding arrangements for the 
financing of our exports. 

The domestic market has become very dull, 
however, largely because of the influence of 
the high price agitation, although cotton was 
not among the commodities specifically 
singled out for supervision on the ground of 
profiteering. Gray goods have been showing 
a downward tendency, largely on sales of 
goods bought by speculators at prices much 
below those now prevailing. 

An active demand, both domestic and for- 
eign, however, is being reported, and it is 
more than probable that prices will be sub- 
stantially higher by next spring for cotton 
goods. Anticipating an unwillingness on the 
part of the public to pay higher prices, some 
leading garment manufacturers have been ad- 
vising and putting into effect a policy of cur- 
tailment of production. This action itself may 
be expected to stimulate a tendency toward 
higher prices. 

Exports have been increasing, particularly 
to the South American countries which have 
not been handicapped like the European ones 
by exchange difficulties. The demand from 
this source has included all varieties of cot- 
ton, even the lower-grade ones, which have 
been somewhat of a problem to American 
producers because the domestic market has 
not taken kindly to them. 

The much-disputed cotton carry-over of 
last year seems to be much less than original 
estimates would have it, amounting to about 
4,236,533 bales, instead of the former figure 
of over 6,000,000. This explains to some ex- 
tent the strength of the cotton goods market 
despite the unfavorable factors noted above. 

Accordingly a shortage of cotton and cotton 
goods is predicted by many observers, with 
consequent higher prices, in spite of the 
temporary dullness of the present time. In 
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the raw cotton market speculation and mar- 
ket fluctuations are not so extreme as they 
were in July, to a large extent because the 
future has been discounted and the crop can 
now be fairly accurately judged, barring of 
course an intensified invasion of the boll-wee- 
vil or other destructive influence. 


Wool Expected to Go Up 


The outlook for wool is one of higher 
prices, judging from the activity shown at the 
London wool auctions and the comments of 
wool men in this country. Manufacturers say 
that the export trade will take care of any 
stocks of woolen cloth that the public will 
refuse to buy at the higher levels which they 
say will prevail this fall and particularly next 
spring. 

The different grades of wool are faring very 
differently, as while the finer fabrics are en- 
joying a good demand and an active market 
the lower grade stocks are moving very slug- 
gishly. Supplies available are shown by a 
recent census of the wool trade taken by the 
Bureau of Markets of the Department of Agri- 
culture to be fairly large, except for the bet- 
ter grades, in which the demand is most ac- 
tive. The export demand is counted upon to 
maintain prices in this field, too, despite the 
presence of larger supplies. Manufacturers 
are unwilling to make purchases for any 
length of time ahead, not knowing what the 
future has in store for them, and it is prob- 
able that this factor has had its influence in 
preventing prices to the levels predicted by 
the trade. 

Raw silk has moved in a direction opposite 
to that of the other textiles, almost consistent- 
ly downwards. Hand-to-mouth buying by 
manufacturers, production cuts because of 
labor demands which have been reflected in 
a less active market for the raw materials, 
and the same uncertainty as to the outcome of 
high-cost-of-living agitation as has affected 
many other industries have caused this situ- 
ation. The basic demand has been very ac- 
tive, as the use of silk garments has widely in- 
creased of late, and it is probable that an up- 
ward movement will manifest itself in silk 
when the end-of-summer dullness passes over. 


Dyes 
Shortage to Be Relieved 
That there is a shortage of vat dyes, which 
are the especially fast dyes used in textiles, 
has been stated by the National Association 
of Shirt Manufacturers and admitted by the 


Chemical Foundation, which handles the 
patents on German dyes taken over by the 
Alien Property Custodian. The latter body 
declares that this is the only kind of dye in 
which a shortage exists. 

Steps have been taken to relieve the shortage 
by the appointment of an American to confer 
with the Reparations Commission of the Peace 
Conference, which controls the dyes sur- 
rendered by Germany in accordance with the 
terms of the armistice. It is expected that 
he will obtain the release of at least six 
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months’ supply of the vat dyes, figured on pre- 
war consumption, in the first few shipments 
from Germany. While the dyes in question 
probably will not come over for another month 
or two, substantial relief from the present 
shortage is expected, as it is said that there are 
large stocks of imported dyes which are being 
held in this country in hopes of big profits 
which are expected to come on the market 
now that the foreign dyes are about to come 
in. 
The National Association of Shirt Manu- 
facturers makes the point in its statement that 
seeing as the American consumer has to pay 
about $3 for a shirt that used to sell at $1 he 
is entitled to get the best and fastest dyes 
available for shirtmaking. They say that while 
the American dye industry has been successful 
in making other kinds of dyes the particular 
ones wanted by shirtmakers are not being 
turned out in sufficient quantity or of sufficient- 
ly good quality, as they fade quickly. 

According to plans now being worked out, 
dye consumers in this country will be asked to 
form an importing association to act as the 
consignee for the dyes which the American 
delegate to the Reparations Commission will 
have shipped over. This plan is being favored 
instead of having the War Trade Board or the 
Chemical Foundation receive the dyes as they 
come. 

These shipments are not expected to inter- 
fere with the general policy of protection for 
the American dye industry which seems likely 
to be adopted, as it is conceded that American 
dyemakers are not yet in position to turn out 
the high-grade vat dyes in commercial quan- 
tities. They are expected to bring a great 
relief to the American aniline dye market 
which has been suffering from the shortage 
since the first week of August. 


The Export Trade in Dyes 


The most promising feature of the dye 
industry to date has been the way in which 
it has built up a large and growing export 
trade. For the past month the exporters have 
been the mainstay of the dye market in spite 
of a certain amount of price-shading which 
was found necessary by dealers to secure 
orders. 

The best customers for American dyes have 
been the South American countries, particu- 
larly Brazil. The dye trade of ‘that country 
was formerly almost entirely in the hands of 
Germany, but control has now passed into the 
hands of the United States, with a certain 
amount of competition from Great Britain. 
Eastern countries, particularly Japan, have also 
been heavy buyers of American dyes, and this 
trade may be expected to increase as the at- 
tempts of these countries to become self- 
sufficing in the matter of textiles bring results. 

Domestic buying has been largely of a hand- 
to-mouth character, as there is a good deal of 
uncertainty while consumers are waiting for 
the passing of pending legislation looking 
toward tariff protection of such dyes as are 
made in America and the licensing of imports 
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of- such dyes as are not made here as yet. 
The current tariff law of 1916 affords some 
measure of protection for the dye industry, but 
provides that if it is not adequate to suppl, 

60% of domestic needs by 1921 this protectic 

will automatically lapse. 

American dye manufacturers express coni: 
dence in their ability to take care of domesti. 
and export demands and say they have no fea 
of German competition, especially as the latte: 
is laboring under the handicaps of disturbe: 
industrial conditions at home, the breaking-u;, 
of the trained groups of chemists on whom the 
industry rested, and the restrictions imposed 
by the armistice and peace treaty terms. 


Sugar 
Peak of “Shortage” Over 


With the settling of the marine workers’ 
strike the sugar situation at once began to 
improve, and refineries which had been working 
at from 25 to 30% of capacity are now operat 
ing full, and are completing deliveries which 
have been held up for a long time. Deliveries 
of raw sugar from Cuba have been satisfac- 
tory, and the crop now under way is said to 
be one of the largest ever grown in Cuba. 

Crop conditions in the United States for 
sugar as a whole have been favorable, and a 
record acreage has been planted in beet sugar 
Cane sugar shows a slight decrease, which is 
more than made up for by the great increase 
in beet sugar production. As a result, the 
United States is now the second nation in the 
world in the output of beet sugar, instead of 
fifth, as she was before the war. 

World conditions indicate a decided short 
age if based on normal consumption of about 
5,000,000 tons, but it is apparent that con- 
sumption cannot be regarded as normal, con- 
sidering the decrease in population and birth- 
rate caused by the war, and the steps taken 
by the various belligerent Governments to cut 
down the consumption of sugar to the mini- 
mum necessary. As a result, the estimated 
world shortage figures should probably be 
seriously discounted, if not reduced to zero. 

Production may also be expected to improve 
in Europe with the gradual restoration of nor- 
mal conditions, particularly in Czecho-Slova- 
kia, which is expected to blossom out as a 
great sugar exporter. 

In the United States the outstanding ques- 
tion is how far the restoration of the powers 
of the Sugar Equalization Board will go. 
The Board has already resumed its control 
over sugar exports, and also over the amount 
allowed to be imported at any one month from 
Cuba, as well as maintaining its supervision 
over the price differentials as between the 
seller of raw sugar, the refiner, the whole- 
saler, the retailer, and the consumer. As a 
result, price margins have been fixed from the 
6% cents a pound paid to the sugar grower 
in Cuba to the 11 cents a pound which has 
been declared as a fair price to be paid by 
the domestic consumer. 





Northern States Power 


Has Turned the Corner—Favorable Factors 
munities—Future Possibilities 


-Serves Over 200 Com- 
-Position of Common Stock 


By MANLY RANSON 


‘J. HE recent reduction in the dividend of 
Montana Power has called attention 
to the fact that even the public utilities 

which derive a great part of their power 

from nature have found it difficult to main- 
tain the earnings of earlier years in the face 
of the rising cost of labor and commodities. 

Particularly remarkable in contrast with 
Montana Power’s recent decline in earnings 
is the fact that Northern States Power not 
only has held its own during the past year, 
but has even come back with a vengeance. 
rhe earnings for the year ending June 30, 
1919, showed a remarkable improvement. 
The company’s statement does not specify 
the amount reserved for depreciation, 
amortization, etc., but estimating this to be 
about the same as for the preceding year, 
namely about $575,000, net earnings were 
about $1,477,000 as compared with $1,036,- 
gI5 earned in 1918, while gross earnings 
were $9,212,293 as compared with $8,392,664 
in 1918. 

It should be noted that this improvement 
was made in the first six months of 1919. 
Net earnings in July, however, were only 
$305,500 as compared with $315,707 in June, 
though gross earnings were $714,122, as 
compared with $695,679 in June. This de- 
crease is not so serious, for although it 
represents an increase in operating ratio 
from about 53.4 per cent. to about 57.2 per 
cent., it compares very favorably with the 


1918 operating ratio, which was 62.5 per 
cent. 

Indeed, the most significant phase of these 
improved earnings is the decrease in the 
ratio of operating expenses (including 
taxes) to operating revenue. The yearly 
ratio has been as follows: 


Favorable Factors 


Probably the most prominent factor in 
making this result possible is the fact that 
Northern States Power is a hydro-electric 
company, generating a great part of its cur- 
rent and power from the forces of nature, 
and constantly increasing the ratio of its 
hydro-electric production of power to its 
steam generating capacity. In these days of 
advancing costs involved in labor, oil and 
coal, this comparative independence of labor 
and fuel can hardly be overestimated. 

Another important factor making possible 
such a fine showing is the fact that North- 
ern States Power serves a rich farming and 
industrial territory which maintains a 
rather constant and steady demand for 
service. This contrasts with the somewhat 
uncertain demand for the service of the 
Montana Power Company, whose recent 
difficulty was undoubtedly due to a great 











Threshing wheat in North Dakota by means of electricity supplied by Northern States 
Power Company 
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extent to the depression in the copper in- 
dustry which prevailed for about the first 
four or five months of this year. 

The extent to which Northern States 
Power is developing its service is indicated 
by the fact that even threshing operations 
are conducted by the power supplied by this 
company. More and more manufacturers 
are drawing their power from central sta- 
tions because the cost of production per 
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unit is smaller for Northern States Power 
than for small individual companies burn- 
ing coal to create power. 


Future Possibilities 


Northern States Power serves over a 
million people living in over 225 cities and 
towns in Minnesota, North and South 
Dakota, Illinois, Wisconsin and Iowa, where 
it owns or controls and operates electric 
light and power, gas, steam heat and several 
other public utility properties. Of these 
communities, 208 are served with electricity 
only, and about 85 per cent. of the total 
gross revenues are derived from the electric 
department, most of which comes from 
hydro-electric operations. 

The future possibilities of this company 
should also be considered from the point of 
view of the prosperity of the American 
farming classes, for farming has long been 
considered the backbone of American life, 
and the territory served by this company 
has developed wonderfully in recent years, 
both agriculturally and industrially. 

It is stated that Northern States Power 
owns or controls undeveloped water power 
with an estimated capacity of over 145,000 
horse power, or about three and one-half 
times the present capacity of the developed 
water power. 
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Constant Expansion 


A constant, growing demand for service, 
requiring new financing and construction, 
is often an unfavorable factor in a public 
utility company. The situation is entirely dif- 
ferent, however, in the case of Northern 
States Power, for this company seems to be 
able to reduce its operating ratio, as above in- 
dicated, during possibly the most critical six 
months of industrial peace adjustment. 

During the past few years the interest 
charges on the bonds have been earned on 
an average of two times annually, viz: 


The first and refunding mortgage gold 53s, 
due April 1, 1941, are a direct lien on prac- 
tically all of the assets of the company, and 
yield about 6 per cent. at 87. The 6 per 
cent. notes, due in 1926, are not unusually 
attractive, but the 7 per cent. notes due in 
1923, being convertible into the preferred 
stock at 95 or into the common stock at 
par, have speculative possibilities, at least 
with reference to the preferred stock. 

With the recent improvement in earnings, 
the preferred stock can be considered a 
rapidly maturing investment. During the 
past few years the preferred stock has 
shown earnings averaging about 9 per cent. 
annually, the worst year having been 1918, 
when, however, the full 7 per cent. was 
earned. For the year ended June 30, 1919, 
the earnings on this issue were Over 9 per 
cent. 

Position of Common Stock 


There is only something over $6,000,000 of 
the common stock outstanding, and so, of 
course, the percentage earned on the com- 
mon stock mounts quite rapidly with any 
gains in net income. In the past, earnings 
have been rather indifferent, being only 
3.22 per cent. in 1915, 5.91 per cent. in 1916, 
and 2.11 per cent. in 1917. In 1918 there 
was no surplus after paying the preferred 
dividend. In the twelve months ended June 
30, I919, however, earnings on the common 
stock amounted to 5.7 per cent. Every 
additional $60,000 means I per cent. on the 
common stock. 

An unfavorable factor is the fact that 
the stocks of this company are not listed 
on any exchange and the common stock 
especially, constituting a comparatively 
small issue, has rather limited marketability. 
Nor can resumption of dividends be ex- 
pected at least for the present, in view of 
the needs for new construction and addi- 
tions in a constantly expanding business. 





Switching in Interborough Securities 


The 5% Bonds vs. 


HE following letter from the senior 
member of a well-known firm of 
Canadian engineers raises some in- 

teresting questions, not only about Inter- 
boroughs, but also in connection with the 
idea of “switching” in general. We, there- 
fore, reprint it with copy of Mr. Graham’s 
reply. 
Editor of THe MaGazine or WALL STREET: 

On page 511 of your July 5 issue it is 
pointed out that in the event of default on the 
7 per cent Interborough notes, “it is evident 
that the gain through the proposed exchange 
would be very substantial,” the point being 
made that in the event of the holder of the 
7 per cent notes realizing on the collateral be- 
hind them, namely the 5 per cent bonds, “they 
would cost him only 5734, or 16% less than 
what he can now obtain for his 5 per cent 
bonds.” 

I do not see the substantial gain in the 
event of default you refer to. My reasoning 
is based on the following facts: 


Five per cent bonds at present outstanding 

$160,585,000, worth as per current price in 
article 75, giving a total equity for these 
bonds at this price of $120,438,750. 

For the security of the 7 per cent notes, 
$52,187,000 5 per cent bonds have been 
pledged as collateral security. These bonds, 
however, are not a part of the outstanding 
issue of $160,585,000, but are additional 
bonds from the same issue not now in hands 
of the public. 

In the event of default on the notes there 
will then be outstanding of the 5 per cent 
bonds, $160,585,000 plus $52,187,000, making 
a total of $212,772,000 

Dividing the equity of the 5 per cent bonds 
as above, namely, $120,438,750 by the total 
outstanding after the assumed default, 
namely, $212,772,000, we find that the equity 
for the increased issue of the 5 per cent 
bonds is 57, which coincides closely with the 
price of 5734 which you mention as a most 
favorable cost of the collateral security to 
the holder of the then defaulted 7 per cent 
notes. 


I agree with Mr. Graham that a switch to 
the 7 per cent notes is desirable, for it would 
appear that the current market quotations for 
the notes are figured on a defaulting basis. In 
the event, however, of such default occurring, 
I fear that the proposed exchange would not 
on the very substantial advantage hoped for 

by Mr. Graham for the reason fully set forth 
above. 

I have been very much interested in Mr. 
Graham’s articles on “switches” in securities 
and have indeed profited by his B. & O. vs. C. 
& O. switch. The more I think of the matter, 


the 7% Notes 


however, the more am I inclined to believe 
that the whole merit of switching is a psycho- 
logical one rather than a financial one. 

The psychological advantage which I see is 
that a “switch” may overcome the inertia of 
an investor and induce him to sell a security 
at a loss on a switching basis, which he would 
not sell at the same loss on a cash basis. Am 
I or am I not correct in this?—Jupson F. 
CLARK, 


—_— - 


Your contention in regard to the exchange 
of Interborough 5 per cent bonds for the 7 
per cent notes is apparently based on the idea 
that the value of the bonds to be received by 
the note-holders in case of default would not 
be larger than the present value of the notes 
themselves, and that, therefore, nothing would 
be gained by the exchange. 

It appears to me that you missed the point 
of my recommendation. The idea is not that 
there is a profit to be made by purchasing the 
notes at 88 and then receiving 156 per cent in 
5 per cent bonds. It is merely that in such a 
contingency the note-holder at 88 is much bet- 
ter protected than the bond-holder at 71. As- 
suming your forecast of the value of the 5 per 
cent bonds to be correct, the note-holder will 
have lost nothing, whereas the bond-holder 
would find his security worth 14 points less 
than the price at which he could have made 
the exchange. This would represent a clear 
saving of 14 points by selling the bonds at 71 
and buying the notes at 88. 

I was very much interested by your com- 
ment on the general theory of switching. The 
impression that you gather that the one issue 
should be sold under all circumstances and 
the other one purchased, regardless of the 
element of exchange, is due to the fact that 
writers are usually averse to recommending 
exchanges unless they are absolutely convinced 
of the superiority of one issue to another. The 
is most easily proved by showing that one is 
selling too high, while the other is selling too 
low. 

That the latter is not always the case, how- 
ever, might be shown by my suggestion some 
time ago that American Agricultural Chemical 
at par be exchanged for Virginia Carolina 
Chemical at 54. While both issues were at- 
tractive investments and both advanced sub- 
sequently, the showing of “V. C.” has been 
bac much the better. 

ou are absolutely correct in your idea that 
by suggesting a switch the inertia of an in- 
vestor can be overcome much better than by 
merely advising him to dispose of undesirable 
holdings at less than cost price. The investor 
rarely does the latter, and this is one of the 
chief reasons for the heavy losses so often 
ultimately sustained. I trust the foregoing will 
answer your queries.—BENJAMIN GRAHAM. 











‘A[sazeNb yojs uouwos ur %%zZ sked osjy $ ‘OS$ 4eQ t “SBI JO Puepiarp yoojs Apyjuow sejnSe1 shed osjy § 


“Ul 938, ‘aouepiAs ut eywounee onena | 00°0 st $22— 20°0I— 86'S ory 00°0 
‘suaping Jem , ° ° ° ‘ , 

-ysod y8no1y} Burysturunp yessdeo p j 00°0 ty sSt— vb'b 6e°S 6e'8 00'0 
‘oanjeay & wess01d uoIsuEedKa dsAISsoIZsyY 00°09 89 00°0 Iz 16'S Zz'e 00°0 
“pussy we Oy ns tae 00°0 £2 49°0— 2's oss 3 =6zed ~=—s(00'0 

-2[dwoo weg BOSSI ‘ssoursny te} , 8 cvo— SI's = 88'S ese = 000 
“sojyes aseolod . . . . . 

“Ul sonpoid 4ysiw woneBpenaut” jesapay } hd 6% ¥0'9 c2'6 £8"9 00°0 
‘sdeoipuey syidsap umo Sulpjojy , se 00°2 6Z'T $2'l 9s°0 00°0 

*deoipuey a19A08 & s}s09 Zunesodo ysIp] 96 0z°S biZ 66'°8 62°6 02°2 
*Ajuiejys90un : : : , 0's? ° 

BulsNp [Nyesn Saas9se1 pue snidins o31e7] 022 cr'et §=860e = (99'Se CoN (NY 
‘Jasn pue Auedwos sdjay uvjd Suiu07 , 98 og 26°L Lf 11 002 
*J0}98j & 83809 Burjesado ysipj - +9 = Ae le°9 of'9 

‘yeyides Burysom payijs0 . . : . 

A[zu01jg 6“BIq syuamdojoaap 915399} O5pkH j 89 02's “S's ore O's 
‘umOp 3d9y UOTEZeRIdeD ‘syuaWseAUI AAvO]T SZ £8°S se"9 9e°S 00°8 
‘sdjay sa01n0se1 jo Bulpuey xsAjeasosuo7) P Stl 80°6 82°01 19°¢1 00°2 


“Aavay syusw . ‘ . . “ ° 
-sainbes Jaa Usay B Arye, unbeof utes 68 s5°4 $0°S 19°8 06° 


“‘Burwiod 1 5 . . . 
Sujoueuy MeN ‘Ule}JIOUN 9321 pusprIAIC] lor C66 = $9°6 196 06° 
‘pepeeu Alpeq sesvaioul 9381 jus00y " os es"b 8s°8 
‘PouUlezUIeW [Jam JPN “Bulsvasour ssoiry Oo 82°6 188 
“Ajqesapisuod padjey eaey saseasur aje és se's so'9 
‘yy3nosp pue suonesedo sad # 61'9 
-dod papiezyind yBno1y} UojoONpe: puspraiq f 
*‘a[qesoaey Sadlsd seB [einjeu pue [IO Yysipy \ Or'9 
*USISISUOD Bumoys poor) ,,"[10,, OJul Buror ; " 
*S}809 JOqe] YsIY Wosy SIdyNS 
*psemsoy Bustos [js spusuidojsaap [io 
‘uoIsuedxs juR}sUOD SsMOYS ssoUISng 
‘sdjay “OD ‘B[Iyq ul jusutaAoid =} 
“WT pue OdSIIy JO “YW ‘f) Jo UOTEZzIuURsIO9y § 
*SOSEIIOUL 9381 YSNOIY4} peacidu YooNnO 
*‘spueplAip yoeq Burded pue ,jio,, Ojut Suror 
‘sdjay ued asiyouelsy purjaaagy Man 
‘desipuey 3s02 y81y e1dsep uMO Ss} SploYy Pdi nee oseeesspyd 3ST “IT PM CM “WV 
*pasoddo Ajia}}1q sastasour ase, AL 68 ysuelyL pidey uAjxooIg 
*‘soyinbs Zig ‘jueUTWOp sjusuIdo[aAsp [IQ , c , i oI “ie bel "***"SBr) SII O1NO 
* ape ‘Ug “9d ‘BI6L “4161 = “9T6T “ST6I ey 298 9} «OIG 
*staqtsosqns Ajiwah jo sais yuaosy yus00q “— - es OY ‘AIGE 0] ys 
-Inbul [je Jomsue A[pels aK ,,"}UaUIWIOD pue uo ‘aieyg Jeg peusey ssejjod uo jyuaseidg 
SMIN [BDueUulLy,, WNsuOd pue Aj[njoi1ed sajou 189K PIPIA 
lle pees pjhogs SYASVHOUNd ONIGNALNI ‘St SPT 
ssulusey 
*sBulused I[qQe[IEAe 3s9}e] YM Paseduiod MO] St sdI1d $}1 BSNeDIq J1qGe} S14} UT [Jam dn puLys SauZoUWI0S AeW 4903s 100d 
VY ‘now se [jam se yIMOIT pue AjIGQEIs 03 MOIA B YM ‘pautuTExa A[[NJo1ed 9q P[NoYys UIAId se SsBdh DAISSeDONS 40} SBulusey “A TNO AYIei 9} ul 
uojisod sj1 Aq paSpnf oq jouuRd yD0}s B Jo oNjeA 9YT, ‘>[GEN[BA BIOW! 4903S 94} Japs 91059194} PUL SJapjoyy0}s ay} Jo AjInbe ay} BedI9U! Aj1adoad 
ay} JO SjusUIaAOIdUIT UI Pa}SPAU! SBurusve souls ‘aURUa}UTEMI yO Sasuadxe AJBUIPIO Wosy 2[qQeYSINSuNsip s9AdzI94M ‘UdAIS SBUluIea UI Popnjout se 
$JUIWI9}30q PUE SUOI}IPPy  ‘U2AIS yD0}s uO “judd sad oy} 03 JeNbe sv9A 94} JO} LIDIAAC & SejeoIpul Mojeq seinBy s1039q (—) UsIS snuNU 24.—ALON 


son), oyqng JO JO WwoIpuy .s10}soAU] 


o 


K2t = Hs9 ‘mod “AY ‘aay PIIYL 


s¢ sit “88 *aMOD B YI sep 6,ajdoog 
one nes *W0d ‘JaMOg 63}BIG UsIIUVION 
eee "mos “yy @ ‘AY sg “uiWO7 

e+e eee ee emOD “inn “qng ‘Wy 
"wood ‘yisuesy pideyq AyD Ulm 
**m0d “JAL jal “eg 

tereeeee NT JO sexy ‘suo 

“aL Fv] wy 

"'{ 'N “ds09 ‘arag ‘qng 

WOd “;4sr] ® 4emog “s9WIYy 

wos “3/q B® sey oyweg 
retteeeeseeesetog “OF ABIDE 

' UuOSIPY 310139q 

wos “UOSIPy ‘[eD “OS 


seen ‘PL y ‘PL ‘uy 
"tees OD “BY StH apope] 
**** UOSIPY uApyoo1g 

“'OD UBIMeWYy YON 

wos ‘saMOg euRUOW, 


"91a B SBD eiquinjo) 

tree's sus “OF “epyg 
“ABM[IEY PreUL) wosjeq 
"***UIOD “BIIAIIG Sat}ID 
ydessajay uous, us9zs9 yy 

eee enee *pjd “AUT “AY pryty 
sere smoo “AY IGSIT pay 
*****pyd “Da[q ® Ses) psepueis 
reteset seemoa “YT R ‘AY doy 


CrROT OHCOMBOT NNHO © RWO MH TO ONO SC COSC CO 
7 





& 
6 
fa 
0% 
= 
” 
4 
4 
< 
5 
= 
° 
fe 
Z 
_ 
N 
< 
o 
< 
= 
m 
rr 
~ 























Three Popular Coppers Analyzed 


Excellent Position of Miami—Sidelights on Inspiration — Shattuck- 
Arizona Tobogganing 


By ROBERT L. WHITE 


HE copper situation is showing un- 
mistakable signs of clearing up and 
the copper stocks are drawing in- 

creased attention from investors. Particu- 
larly those able to cash large “paper” 
profits in the industrials are courting the 
securities of the standard copper producers. 
In the last number of THE MAGAZINE OF 
Watt Street three favorite porphyry 
issues were analyzed from the viewpoint 
of the investor; three other issues which 
the prospective investor in the copper stocks 
is likely to consider are here treated. 


Miami Too Low? 


The Lewisohns are the controlling inter- 
ests in Miami Copper, 120,000 shares of 
which are owned by the General Develop- 
ment Company, a securities holding corpor- 
ation that is a powerful factor in the copper 
industry. The broad experience and keen 


foresight of Adolph Lewisohn and the en- 
gineering skill and acknowledged ability of 
J. Parke Channing, respectively president 
and vice-president of Miami Copper, leave 
no doubt as to the management of the com- 


pany. It is a fact, however, that Miami is 
seldom very active, being classed with the 
few really unexploited listed stocks. 

Miami makes: public its income account 
only once a year, for which reason earnings 
for the first half of the year are not avail- 
able. A short time ago a dividend of 50 
cents was paid; this was expected because 
Miami followed the policy of marketing its 
product on a declining price scale of be- 
tween 14 and 15 cents a pound when the 
nominal quotations were 23 and 18 cents 
instead of piling up a surplus as most of 
the other producers did. However, in view 
of the substantial rise in the price of cop- 
per soon after this policy was adopted, it 
is doubtful whether it proved altogether 
favorable in the long run. 

For the twelve months ended December 
31, 1918, Miami earned $7.04 a share on the 
outstanding 747,114 shares as against $6.63 
in 1917 and $10.39 in 1916. Dividend dis- 
bursements in the same years were $4.50, 
$8.75 and $5.75. 

Financially, Miami is well fortified, net 
working capital at the end of last year 
amounting to $7,146,093, against $5,053,261 


in 1917. This increase equalled almost $3 a 
share on the capital stock. The reserve for 
mine depletion grew from $4,160,155 in 
1917 to $6,433,002 in 1918; the reserve for 
taxes and accidents showed an even greater 
increase, mounting from $716,789 in 1917 
to $1,734,636 in 1918. These increases in 
reserves amounted to over $4 on the out- 
standing stock. In cash, investments and 
securities Miami was exceptionally strong, 
this item totaling over $5,755,000, or $7.70 
a share. 
Gain in Ore Reserves 

The reserve statistics indicate that the 
high grade ore available for extraction at 
the beginning of the current year amounted 
to 12,570,000 tons of ore with an average 
grade of 2.38 per cent. copper. By churn 
drilling on the low grade ore body which 
commenced to figure in the company’s 
future several years ago, the reserves of 
this class were increased some 8,000,000 
tons over the previous year and totaled 
36,000,000 tons of an average grade by drill 
sampling of 1.06 copper. 

The annual report contains the statement 
that “at the end of the year about 45 per 
cent. of the original high-grade reserves of 
the property had been extracted. Up to 
date, however, mining has included a very 
considerable proportion of the lower grade 
ore from the Captain ore-body, which is 
also high in oxidized copper content. The 
remaining tonnage is much cleaner in this 
respect, and for this reason and on account 
of its higher grade, a greater production of 
copper from the same tonnage can be 
looked for. During the next few years it 
is reasonable to expect that possibilities of 
profit will be demonstrated from the 
handling of both the oxidized and low- 
grade ores existing on the properties.” 


Production Costs 


The cost of production, according to the 
company’s report last year, amounted to 
14.8 cents a pound as against 12.5 certs in 
1917 and 9.5 cents in 1916. While the report 
merely states in passing that “included in 
this cost is the estimated amount to be paid 
for Federal Taxes and the cost of renewals 
and repairs,” the tax item itself amounted 
to above 2.75 cents a pound. Excluding 
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for the sake of conservatism the 6,000,000 
tons of sulphide and oxide ore with a cop- 
per content of 2 per cent., Miami has 54,- 
570,000 tons with an average of 1.72 per 
cent. ore. At its present price of $28 a 
share, the market valuation of the company 
is $20,919,192. Therefore the market places 
a valuation of 43 cents on each ton of ore 
reserves. Deducting from this the current 
assets per ton of ore reserves, 17 cents, we 
have a net market valuation of but 21 
cents for each ton of recoverable ore, ex- 
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cluding the sulphide and oxide tonnage 
above mentioned. 

Miami, with a fairly long life ahead of it 
and a management which is aggressive as 
well as conservative, is now producing its 
copper at around 12 cents a pound and its 
securities are regarded with favor by in- 
vestors in mining issues. 


Inspiration “Overbulled?” 
Inspiration Copper is a favorite with 
many market letter writers and has been in 
the public eye perhaps to a greater degree 
than any other stock discussed in these 
articles. This is unquestionably explained 
by its sensational rise to the rank of one of 
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the largest coppers, although production on 
a large scale really began only in the sum- 
mer of 1915. The company is virtually con- 
trolled by Anaconda through the latter’s 
ownership of 250,900 shares, or more than 
21 per cent. of the outstanding capital stock 
of Inspiration. Mr. C. Kelley, president of 
Inspiration, is also president of the Ana- 
conda Copper Corporation. 

Last year’s earnings of $6.96 a share 
compare with $9.38 in 1917 and $17.45 in 
1916. In spite of the fact that the company 
had to dip into surplus to the extent of $1,- 
516,636 in order to pay $8 in dividends in 
1918, it entered the present year in a strong 
financial position. Net quick assets on De- 
cember 31, 1918, were equal to almost $12 a 
share. Another favorable item was the 
large copper inventory on hand, carried at 
11% cents a pound; the sale of this copper 
at 20 cents would mean almost $1.75 added 
to this year’s profits. 

Thus far there appears to be nothing to 
offset the opinion so often voiced in broker- 
age circles that Inspiration is easily the 
most attractive of the copper stocks. We 
find it usually stated that the company is 
not only a low cost producer, but that it 
positively can “make” its metal much 
cheaper than many of the other American 
producers. Production statistics show that 
the total cost of copper derived from the 
ores treated last year was only I1.259 
cents a pound, as against 10.439 cents in 
1917, 8.675 in 1916 and 8.136 in the last six 
months of 1915. However, further refer- 
ence to the company’s annual report brings 
to light the fact that the stated cost was 
exclusive of depreciation and Federal in- 
come tax. This is of the most paramount 
importance, for as has been previously 
seen, the inclusion of these items and the 
reserve set aside for the extinguishment of 
mine development costs by Ray Consoli- 
dated, for instance, added more than 2.6 
cents to the per pound cost of operations. 

It must be conceded that the popular fal- 
lacy of Inspiration being by far the lowest 
cost producer in America does not stand 
analysis. Taking 1916 as a year suitable for 
comparison because accounting methods 
were more uniform we find that Inspira- 
tion’s per pound cost was 8.673 cents, 
Utah’s 8.8 cents and Chino’s 8.7 cents. 

With a market valuation of $73,281,954 
on a price of $62 a share and ore reserves 
of 82,725,246 tons at the end of last year we 
have a market valuation of 89 cents per ton 
of ore reserves; current assets per ton of 
reserves reduce this valuation 23 cents, 
leaving a net market valuation of 66 cents 
for each ton of Inspiration’s reserves. This 
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is a much higher valuation than is placed 
m the ore reserves per ton of the other 
standard copper stocks. One does not find 
the clue to the difference in the valuation 
in the yield of copper per ton of ore nor in 
the capitalization per pound of copper pro- 
luced, although Inspiration produces more 
copper per share of capital stock than some 
\f the others, this does not account for the 
lifference in its valuation. 


Another Viewpoint 

Viewing the matter from a different 
angle it will be noticed that the dividend 
yield on Inspiration is greater than on 
Utah, Chino, Ray or Miami so that the con- 
sensus of opinion as expressed by the re- 
turn on the present annual rate is that In- 
spiration’s dividend is perhaps not so safe 
as that of many other copper securities. 

It is not intended to convey by the above 
that Inspiration is not attractive—on the 
contrary, the writer believes it is. It must 
be remembered in fairness to Inspiration 
that there has been no attempt to develop 
its ore reserves in the last two years, present 
reserves being sufficient for between 16 and 
17 years’ production. The company has the 
advantage of the best of technical skill, is 
healthy from a financial standpoint and is 
well balanced. 


Will Shattuck Come Back? 

Compared with the other properties that 
have been dealt with, Shattuck-Arizona is a 
small property. 

It is known that the better part of Shat- 
tuck’s ore properties have been thoroughly 
explored and the larger and rich ore- 
bodies exhausted. In 1918 earnings were 
$2.14 on the 350,000 shares outstanding 
against $4.13 in 1917 and $8.68 in 1916; 
dividends disbursed in these years were 
$2, $5 and $4.76. 

The amount of copper recovered in 
1918 was the smallest in many years; the 
decrease in the tonnage mined, together 
with a gradual decline in the copper con- 
tents of the output of the mines, was re- 
sponsible for the falling off of metal pro- 
duction during the year. In his report, the 
general manager, after reviewing the re- 
sults of the development work for the year, 
goes on to declare that “throughout the re- 
mainder of the ore prospected, although 
small pockets of good ore have been en- 
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countered as detailed under the develop- 
ments of each level, yet it is a fact that new 
openings made during the year did not ex- 
pose any important tonnage of new com- 
mercial ore.” 

The Future 

However, the outlook is not altogether 
dismal. Some encouragement is offered by 
the statement that “there is yet a large 
area of limestone geologically favorable for 
ore deposition, both latterally and deeper 
than our present workings. Every effort is 
being made to accomplish the development 
of these areas consistent with good mining 
practice. It is the expectation of your 
mine management that new ore bodies will 
be found when the development of unex- 
plored areas is accomplished.” Speaking 
for the board of directors, President 
Thomas Bardon declares: “Our company 
has been diligent in the search for addi- 
tional mining properties and we hope to 
secure an attractive investment later on. 
We shall continue our efforts along this 
line and feel confident of success.” 

At $15 a share, Shattuck’s 350,000 shares 
of capital stock are valued in the market at 
$5,250,000 ; cash and other easily convertible 
assets as of December 31, 1918, offset this 
by over 40 per cent. 

The regular quarterly dividend of 25 
cents a share has been declared payable 
October 20 to stock of record September 30. 
Standing against the possibilities of uncov- 
ering new ore bodies, there are quick assets 
of about $6 a share applicable to the capital 
stock. The issue is now selling at around 
the low of 1917 and only two points above 
the bottom reached this year, $13. Of 
course, the developments in the copper 
market will have their effect on this secur- 
ity but the news from the mines pertaining 
to the uncovering of additional ore bodies 
is more likely to be the determining influ- 
ence in the price of Shattuck-Arizona. 

Buying the Coppers 

Many are prone to point to present prices 
for the standard copper stocks and inform 
one that they have risen since the worst 
phase of the copper situation was touched. 
This is undeniably true, but it seems perti- 
nent to recall the threadbare, but neverthe- 
less wise, rule to “buy when stocks are low,” 
although not necessarily at their lowest. 
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The Passing of Pierce Oil’s Debentures 


The Causes Underlying the Present Novel Financial Plan—Im- 
portant Developments in Texas and Mexico—Strong 
Position Not Generally Realized 
By B. L. GOODRICH 


HEN stockholders of the Pierce Oil 
Corporation decided on July 25 last 
to increase the capitalization, the 

bare announcements in the financial press 
that its stock would be increased from 
$33,000,000 to $68,000,000 were sufficient to 
cause hurried unloading in the neighbor- 
hood of 27-28, and stock, now around 22, 
has not yet recovered the lost ground. The 
graph herewith will show that the disap- 
pointment threw a temporary damper on a 
promising boomlet that threatened to de- 
velop when Pierce Oil got familiar with 
new high ground around the upper 20s. 

In a market way, Pierce has never been 
a favorite, has attracted little or no atten- 
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tion, and its presumed connection with 
“Standard Oil,” through the Rockefeller 
control of the Waters-Pierce Company, has 
caused it to be regarded with indifference 
by those who look for “action” rather than 
industrial development. True, at somewhat 
higher levels the usual crop of tips induced 
some venturesome persons to take a hand, 
and they bought for the long-expected up- 
swing. The tips did not make good, the 
“outside following” reaped disappointment 
instead of profits, and newly acquired hold- 
ings were dumped on the market ignomini- 
ously. 

From a study of the actual facts and 
figures it seems the announcement has been 








taken too literally and the real effect of the 
increase universally misunderstood. 
That $35,000,000 Increase 

Although its capital stock is authorized at 
$33,000,000, the corporation’s statement to 
the New York Stock Exchange showed only 
$18,564,250 outstanding as of August 15, 
1918—which is less than half the authorized 
amount. The funded debt of the corpora- 
tion stood at a trifle above $14,000,000 at 
that time, of which about $9,000,000 repre- 
sents its 6 per cent. sinking fund debentures 
of 1924, which will be wiped out through 
the medium of the increased capitalization. 
by an exchange into the new 8 per cent. 
cumulative convertible preferred stock. The 
latter will be outstanding to the extent of 
$15,000,000, and it may be assumed that all 
the 1924 debentures will be exchanged 
eventually, which means that this item 
represents only $6,000,000 of new financing. 

The additional $20,000,000 is made up of 
an entirely new issue, namely, “common 
stock class B, non-voting.” This new stock, 
also having a par value of $25, will be ex- 
changeable for the newly created $15,000,- 
000 preferred issue on a parity basis later, 
and will be reserved for ultimate conver- 
sion; and even when issued will only in- 
crease the capitalization to the extent of 


' $5,000,000. It follows that about $6,000,000 


of new money will go into the treasury 
immediately and make a further $5,000,000 
available in a few years time; also that 
while the entire increase in capitalization 
is nominally $11,000,000, only $6,000,000 
will be outstanding immediately. The great 
advantage of having the major portion of 
its funded debt eliminated is also achieved 
by the plan, and it is obvious that the far- 
sighted Pierce Oil management thought it 
best to raise cash while the going was good 
and get a large body of stockholders to 
replace creditors. 

A better perspective of the positior will 
be gained by a study of Table I, showing in 
a comparative way the writer’s estimate of 
the true state of recent financing. Clearly 
its extent has been exaggerated if the 
market action of the stock is an investment 
index, as the actual increase is slightly 
under $10,000,000, so far as the immediate 
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plans of the management may be divined, 
and it is only upon a basis of $41,255,771 
of outstanding capital in stock and bonds 
that we need concern ourselves for the 
present. 
Pierce Oil’s Solid Foundation 

The Pierce Oil Corporation rests upon 
the solid foundation of a great basic in- 
dustry—petroleum products—the future of 
which seems assured. Its present business 
is the outgrowth and development of an 
enterprise founded by the Waters-Pierce 
Oil Company as far back as 1857, so that 
the present corporation has a long record 
of experience and a great measure of 
success behind it. Prevailing conditions 
were never better for well managed oil 
enterprises to take advantage of the oppor- 
tunities that are with us, and Pierce Oil, 
with its newly buttressed finances, not only 
seem ready to go ahead but appreciative of 
these conditions. 

The corporation in its present form was 
incorporated in 1913, succeeding to the 


was about. The old Waters-Pierce com- 
pany seems to have run counter to other oil 
interests and to have antagonized the State 
of Texas to the extent that its affairs filled 
the law courts for many years, culminating 
in 1907, when the company was invited to 
quit the State and pay $1,808,754 in fines. 
The United States Supreme Court affirmed 
the State’s decision on appeal in 1909, the 
company paid the fine and sold all its 
properties to S. W. Fordyce, the result 
being the formation of the Pierce Oil Cor- 
poration and the Pierce-Fordyce Oil Asso- 
ciation, the latter operating the Texas 
business of its “erring” predecessor. 

This double-headed concern was com- 
pelled to operate independently, and the 
hostility of Texas officials prevented the 
real heads of the Pierce Oil Corporation 
from putting a finger in the company’s own 
Texas pie. Happily, however, with the 
tremendous development in oil taking place 
throughout Texas, the legislature evidently 
saw the light in March, 1917, when all old 





TABLE I—PIERCE OIL’S CAPITAL STRUCTURE 


Aug. 15, 1918 
Outstanding 


Authorized 
$33,000,000 


8% cum. conv. New Common 


Class B 
Funded Debt: 


6% 5 year G. N. 1920 

6% 2 year G. N. 1920 

Car Trust Obligations, 1918-20 
Pipe Line Loans, 1919-20 
Mortgage 


Sept. 1, 1919 
Outstanding 


£$21,706,450 
6,000,000 


Authorized 
$33,000,000 
15,000,000 


$18,564,250 


€20,000,000 


1,000,000 


630,418 "630,418 


$32,636,571 $68,000,000 $41,255,771 


a, Exchangeable for preferred stock, d. 6, c, Convertible into f. d, About $9,000,000 held 
available for taking up the 1924 debentures. g, Assumed that issue will be sold at par imme- 
diately. e, $15,000,000 whereof exchangeable eventually for d: $5,000,000 for corporate pur- 
poses. h, In process of exchange for preferred stock, d. 





business of the Waters-Pierce Oil Com- 
pany, incorporated in 1878, and owned by 
John D. Rockefeller and associates. The 
old company had a capitalization of $400,000 
and from the few quotations available, the 
price of the few shares that ever changed 
hands ranged from $600 to $2,800 a share. 
A price of $1,500 a share is reported for a 
block of 2,000 purchased by H. Clay Pierce 
from Standard Oil interests, and this was a 
bargain figure, as stockholders ultimately 
received a dividend of $1,250 in cash and 
$2,625 in stock of the present Pierce Oil 
Corporation when the old company was 
dissolved. 

The early vicissitudes of the Pierce com- 
panies would fill a volume in their telling, 
and it is not yet clear what all the trouble 


hatchets were legally buried, and a bill was 
passed specifically licensing the formerly 
offending corporation to do business in the 
State of Texas. It secured its license in 
December, 1917, and its first act was to 
take over Pierce-Fordyce Association, this 
step enabling it to operate as a single unit, 
unhampered by political enmity or official 
suspicion. Subsequent expansion of its 
business in Texas and the striking develop- 
ment of this fast-growing oil State in the 
past two years, accounts very largely for 
the wonderful improvement in Pierce Oil’s 
affairs. 

Financially, the unification of all interests 
was originally accomplished by issuing 
$10,500,000 in common stock and $8,000,000 
in one year 6 per cent. gold notes, all of 
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which was used to exchange and buy in 
the old stocks of the Waters-Pierce com- 
pany, and to pay the debts of that com- 
pany and the Pierce-Fordyce Association. 
The small balance left over was found in- 
sufficient for the growing needs of the new 
concern, and when par value of the common 
stock was changed from $100 to $25, this 
also involved an increase to $30,000,000. 


Development of the Corporation 


Although the predecessor companies have 
been doing business in Missouri, Illinois, 
Arkansas, Oklahoma, Louisiana and Texas 
since 1855, and in Mexico since 1877, the 
real business of the Waters-Pierce Oil Com- 
pany—the parent company— was primarily 
a distribution agency for petroleum prod- 
ucts. It was not until the entry of the 


present interests in the old company in 
1913 that any radical change was made in 
its policies, when over $3,500,000 was ex- 
pended to acquire oil lands, leaseholds,. pipe- 
lines and pumping stations. 


Refineries 
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Tampico and Vera Cruz, Mexico, to its 
three American plants, and operates 135 
miles of pipelines and many miles of 
gathering lines from Drumwright to Sand- 
springs, Okla, and from the Healton, Okla., 
field to its refinery at Fort Worth, Texas. 
The daily crude capacity of its refineries is 
43,000 barrels, while the tankage capacity 
approximates 3,000,000 barrels. The cor- 
poration is producing refined products at 
the rate of 5,000,000 barrels annually, the 
actual figures being 3,893,858 barrels for 
1917 and 2,455,751 for the first half of 1918. 

Production has kept pace with other lines 
in which it is engaged. The corporation 
has about 130,000 acres of land in Okla- 
homa, Texas, Arkansas and Mexico. Im- 
provement in Mexican conditions will 
doubtless help out its refineries there in the 
next year or two, as about 10,000 acres of 
supposedly proven properties are owned in 
these prolific fields, and a well with an 
estimated daily capacity of 3,000 barrels 
was brought in last September. In the 





TABLE II—PIERCE OIL CORPORATION 
Comparative Statement of Combined Earnings and Operations, 1915-1918 


Combined 

Earnings 
649,493 
2,451,076 
1,609,489 

3,951,584* 


Dollars per 
Yoon Pierce Share on 
Stock Pierce Stock 
3.38 85 
12.77 3.19 
8.39 2.09 
20.59* 5.15 


Pierce- 
Fordyce 
332,706 
1,057,297 


Pierce 
Oil 
316,787 
1,393,778 
1,044,861 


*Estimated on basis of nine months’ returns. 


Refined out- Est. 
put, bbls. Value 

$2.67 
3.95 
4.76 
5.19 


Total 
Value 
$10,134,500 
17,004,700 
18,534,500 
25,490,700 


Trading 
Profits 
$1,085,644 
2,432,208 
3,032,622 
6,472,000 


Margin of 
Profit 
10.71 
14.30 
16.36 


4,911,500 25.39* 


*Estimated on a basis of nine months’ return. 





were erected at Tulsa, Okla.; Fort Worth 
and Texas City, Texas, tank cars, steamers 
and barges were purchased; in fact, no 
effort or money was spared to lay the 
foundation for what the business now is— 
the petroleum industry in all its branches. 

In the six years that has passed, the 
development of the corporation in many 
states of the Union, as well as Mexico, has 
been rapid and spectacular. It now owns 
about 1,400 tank cars, one-half of which 
have a carrying capacity of 10,000 barrels 
each and its tank and marine equipment 
ranks with the most efficient. These two 
items of transportation equipment represent 
an investment of about $4,000,000, and it 
would require about double this figure to 
duplicate them at present. The company 
has since added modern refineries at 


Ranger district of Texas the corporation 
also controls around 50,000 acres on lease. 
It has already brought in a well in the field 
and expects others to come in as a result 
of its present drilling campaign. Its hold- 
ings in the Cushing and Morris pools of 
Oklahoma are said to be very valuable, as 
the oil there is among the highest grade 
in the Mid-Continental field. The corpora- 
tion has not gone after oil very aggressively 
in the past, but recent developments, 
especially in the Ranger field, the continued 
high prices and the heavy demand for both 
crude oil and refined products, lend ground 
to the belief that bigger things are impend- 
ing in this direction later. 

To study the growth of the corporation, 
its constant expansion, and the effect on its 
securities, the figures on the principal cor- 
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poration—Pierce Oil—and those relating to 
its erstwhile partner, the Pierce-Fordyce 
Association, must be combined. These are 
shown in Table II. 

It will be observed that earnings have 
grown from 85 cents a share in I9I5 to 
around $5 a share last year. The indica- 
tions favor an even better showing for 
1919. Assuming earnings of $4 a share 
for the first nine months of 1919, the cor- 
poration has been able to reinvest a surplus 
of about $15 a share behind its common 
stock from the beginning in 1915 to date, 
since it has never paid a dividend on that 
issue. 

So far as its business development is 
concerned, it is rather significant that while 
prices for refined products have only 
advanced from $2.60 to a trifle over $5 per 
barrel, or less than double the 1915 prices, 
the corporation has been able to keep down 
production costs to the extent that the 
margin of profit increased from 10.7 to 25.3 
per cent.—two and a half times the old 
profit basis. Pierce Oil is one of the cor- 
porations that has actually benefited greatly 
by the peculiar economic conditions of war 
and post-war times. 

Debentures or New Preferred? 

Upon a basis of its August 15, 1918, 
statement to the New York Stock Ex- 
change, the funded indebtedness of the 
corporation totalled about $14,000,000 and 
annual interest charges nominally $840,000. 
In practice it has required an annual 
average of $725,000 to cover this item. 
During the past three years and up to the 
present (current earnings estimated), in- 
terest charges have been earned two and 
a half times after allowing substantial 
depreciation charges in 1917 and 1918. 
There is no reason to doubt earning power 
available to pay interest charges. The 
security behind its $14,000,000 obligation is 
an enterprise that seems worth $40,000,000, 
of which about $10,000,000 is net working 
capital, the two latter amounts being the 
writer’s current appraisement upon a very 
conservative basis. 

Virtually the same security will stand 
behind the new preferred stock, which is 
in no worse position, as any increase in its 
amount will be set off by cancellation of 
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debentures and increase in working capital 
—the bulk spot cash or quick assets. Fol- 
lowing the debentures and preferred stock 
issues comes the common stock, which is 
worth today about $40 a share based upon 
the net assets behind that issue. Those 
who exchange their debentures for pre- 
ferred stock will get an 8 per cent. cumu- 
lative preferred stock, which in turn, can be 
ultimately exchanged for the new common 
stock, class “B.” If the debentures are 
attractive, as the writer believes them to 
be, the preferred stock should be doubly so, 
on account of the further profit possibili- 
ties inherent in it through the ultimate con- 
version possibilities. The preferred stock 
is not subject to being called, and so far 
as the writer can judge, it will constitute 
a perpetual call on the growth of the cor- 
poration. 

The writer is impressed with the cor- 
porate record of Pierce Oil since 1913. Its 
financial policies, expansion and develop- 
ment program, methods of business and 
long-range planning seem to be guided by 
those who are thoroughly familiar, not only 
with the oil business in all its branches, 
but, more important still, with proper 
methods of handling finances. There seems 
to be a “Standard Oil” streak through 
Pierce Oil which is in its favor. The 
Standard Oils have no funded indebtedness 
and seem to be partial towards preferred 
issues for new financing. This is what 
Pierce Oil is doing now. The Standard 
Oils are not put into the speculative arena 
but sell on their merit. 

Pierce Oil common stock bears none of 
the earmarks of speculative activity trace- 
able to inside sources, and, apparently, the 
common stock movements are regulated by 
supply and demand only. This issue 
around 22 seems to have established itself 
at about double former levels, but against 
this, earning power has advanced even more 
radically. It is to be doubted whether, 
taking a very broad view of the situation 
and looking ahead two or three years, the 
shares are not selling below their invest- 
ment worth and ultimate dividend pros- 
pects. On the latter subject, the writer 
believes a $2 annual dividend would be a 
fair start and justified in the early future. 





White Eagle and Transcontinental Oil 


Two Recent Consolidations Which Represent Complete Cycles- 
Investment Value Compared with Speculative Possibilities 
By CAMERON ROBERTSON 


T° looking over the mass of literature of 
recent oil flotations, one is struck by 

the fact that the vast majority of the 
new companies are entirely in the prospect 
class or have little that is settled or stable 
about their affairs. This is not considering 
the many that are undeniably of dubious 
character, but just taking up those which 
plainly are genuinely seeking to develop 
their possibilities to the utmost. 

Among the comparatively small number 
of new companies which appear to be well 
outside of the prospect class can be in- 
cluded the White Eagle Oil & Refining 
Company and the Transcontinental Oil 
Company. Each is now a complete cycle 
in the industry, engaged in producing, re- 
fining, transporting and marketing crude 
oil and its products. Each of them has as 


a nucleus several smaller companies of ex- 
perience and previous good standing in the 


oil business. Each of them is seeking to 
grow along conservative lines to a position 
of prominence in the industry. 


White Eagle 


The White Eagie Oil & Refining Com- 
pany is a consolidation of the White Eagle 
Petroleum Company, the Texhoma Petro- 
leum Company, the White Eagle Oil & 
Gasoline Company, the Winters Petroleum 
Company and the B. & M. Petroleum Com- 

any. 

: Through these subsidiaries it controls 
leases on 3,600 acres of land, all in proven 
territory in Oklahoma and Kansas, some of 
it in the Peabody Field of Kansas and the 
Osage district of Oklahoma. The total 
present production of the company is said 
to be above 2,000 barrels daily, with a 
number of new wells being drilled and 
others planned for the near future. 

The company’s White Eagle refinery at 
Augusta, Kansas, is of the most modern 
type. It has a daily capacity of 5,000 
barrels and obtains oil from its own gather- 
ing pipe lines, of which it has a total of 40 
miles, running to the pools in Butler 
County, Kansas. The company is thereby 
assured of a supply of crude for its re- 
finery independent of its own production. 
The refinery is also served by 200 tank 
cars owned by the company and an addi- 
tional 100 cars which it leases. The steel 
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storage tank capacity at the refinery is 
about 500,000 barrels. 


Large Retail Depots 


Officials of the company claim that it is 
the second largest retail distributor of oil 
products in the State of Kansas, and an 
important distributor in Colorado. It has 
a total of seventy retailing stations in the 
two states, marketing a large percentage 
of the gasoline, kerosene, lubricants and 
fuel oil from the company’s refinery. 

The actual earnings of the companies 
merged in the new corporation for the year 
ending April 30, 1919, were $744,767, from 
total gross sales of $6,095,436. Apprecia- 
tion in the value of the oil and gas leases 
for the year was estimated at above $1,- 
500,000 additional. ‘ 

Current earnings are reported to be at 
an annual rate of above $1,000,000, with 
still further increase predicted as a result 
of recently completed wells in the produc- 
ing properties. Dividends at the annual 
rate of $2 a share are planned for the 
coming year, which could be easily paid 
even if there were no increase in earnings 
over the preceding year. 

A consolidated balance sheet of the com- 
panies merged in the new corporation, ap- 
praised by a leading firm of certified public 
accountants, shows total assets of $5,478,- 
634, without counting in the value of the 
one-half interest owned by the new com- 
pany in the American Oil & Gasoline Com- 
pany. The balance sheet shows in detail 
the items making up the total of $1,962,100 
fixed assets (after depreciation of $281,- 
233). Leaseholds and the investment 
therein are valued at $2,253,726 and cur- 
rent and working assets are placed at 
$1,196,091. The current liabilities are $1,- 
244,351, indicating about $4,143,023 equity 
for the stock, or about $27 a share. 

The above valuation is without allow- 
ance for the expansion in the company’s 
earnings, which has taken place in recent 
months, and without regard for the addi- 
tion to its assets. The major part of the 
company’s earnings for the year were from 
its refinery and distributing station, only 
$111,132 having come from crude oil pro- 
duction. It can be seen, therefore, that it 
ought to be able to earn close to $4 a share 
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annually (its total net income having been 
$744,767) without any addition to earnings 
from production of crude oil. 

White Eagle is a small producer at pres- 
ent, although earning close to $1 a share 
on the current outstanding stock last year 
from production alone. If recently drilled 
wells continue at their current production, 
the company will add several dollars a 
share yearly to its income, while if the de- 
velopment of its production is successful, 
the earnings may go considerably above 
that figure. 

The company has evident investment 
value from its refining and marketing 
properties and business, and there is also 
considerable additional speculative value in 
the stock from production possibilities. 


Transcontinental Oil 


One of the most prominent of recent in- 
corporations in any line of business, and 
the largest of the newer oil companies, is 
the Transcontinental Oil Company, incor- 
porated during July, 1919, in Delaware. It 
is a combination of several old-established 
oil companies with the oil interests owned 
or controlled by the Benedum-Trees 
partnership. At its inception it has almost 
$200,000,000 assets, and if the hopes and 
plans of its sponsors and backers are ful- 
filled within a few years it will be engaged 
in world-wide trade in oil and oil products 
and will grow to a size rivaling all but 
about two or three of the oil companies of 
the entire world. 

Transcontinental Oil started out as a 
complete cycle in the oil industry with 
established production, refineries, trans- 
portation facilities and marketing stations. 
The companies actually in existence that 
were taken into the combination had been 
engaged in all four branches of the oil 
industry for several years. These com- 
panies, having a total capitalization of 
about $8,500,000, were the Riverside East- 
ern Oil Co., the Riverside Western Oil 
Co., the Tex-Penn Oil Co., the Pittsburgh- 
Texas Oil & Gas Co. and subsidiaries of 
these companies. By far the most im- 
portant acquisition of the new corporation, 
however, were the thousands of acres of 
leases of the Benedum-Trees partnership 
in Texas and the hundreds of thousands of 
acres of oil concessions in Colombia, 
South America. As many experienced oil 
men believe that South America, especially 
Colombia, is very likely to become a large 
producer of oil in the future, the company’s 
foreign holdings represent a potential oil 
reserve against declining production in the 
United States. 
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Capitalization 2,000,000 Shares 


Before considering further details of 
the actual work of this company it is 
essential to look at its financial structure. 
The company has no funded debt and only 
one class of stock, of which 2,000,000 
shares have been authorized and issued. 
Within a few weeks after the formation 
of the company Transcontinental stock 
was listed on the New York Stock Ex- 
change where it has continuously sold at 





White Eagle Transcontinental 
2,000,000 sh. of 
no par value 
None 


Capitalization 
Outstanding 154,300 sh. of 
stock no par value 
Funded debt... . None 
Crude oil pro- 
duction (latest 


2,000 bbls. 15,000 bbls. 
estimates) ... i 


daily daily 
Holdings 3,600 acres *996,973 acres 
Refining capac- 5,000 bbls. 3,000 bbls. 

ity daily daily 
Estimated 

annual net in- 

$8,000,000 
*810,000 in South America. 





close to $50 a share, reaching a point 
above $55 early in the present month. The 
stock has no par value, but on its current 
market value it places an estimate of 
above $100,000,000 as the current worth of 
the stockholders’ interest in properties. 

In its statement to the New York Stock 
Exchange the company placed the assets of 
the Riverside and other companies at a 
total of about $20,000,000. It also pub- 
lished a tentative balance sheet of the new 
corporation as of August I, I9I9, giving 
the total assets at $196,993,064. From this 
it can be deduced that the Benedum-Trees 
interests must have been valued by the com- 
pany at above $150,000,000. As both of 
the men in this partnership had been in the 
oil business for many years and are known 
to have accumulated a huge fortune (Mr. 
Benedum being reputed to be worth $60,- 
000,000), it is well within reason to believe 
that the estimate, large as it seems, is 
justified. 

In the tentative balance sheet all of the 
leases, refineries, gasoline plants, pipe 
lines, tank cars, distributing stations, etc., 
are appraised at $187,290,000. Cash on 
August 1 last is placed at $9,085,729, and 
minor items make up the balance. Current 
liabilities total less than $400,000, leaving 
the company with working capital to start 
with of above $9,000,000, all in cash. The 
capital surplus (or it might be called book 
value or equity) is $196,615,916, indicating 
an equity of $98 a share on the stock. 
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Earnings $8,000,000 Yearly Now 


It has been officially stated that upon the 
completion of various refining plants and 
gasoline extracting units the company will 
earn from $30,000,000 to $40,000,000 per 
annum without counting in possible addi- 
tional income if some of the non-proven 
territory of the company should turn out to 
contain large quantities of crude oil. Cur- 
rent earnings are at a rate above $8,000,000 
a year, or over $4 a share on the stock. 
This is being steadily added to, and as no 
dividend has been declared as yet current 
income is going back into the property. 

The important Duke-Knoles pool holdings 
of the company, amounting to 3,479 acres 
in a solid block, which is surrounded on 
every side by producing wells owned by 
other companies, has only been developed 
on the outside so far, most of its wells being 
offsets to those without. Of the completed 
wells six are producing and about fifty 
are being drilled on this tract. The initial 
production of one of the wells was 11,000 
barrels daily. Geological estimates of the 
probable production of the company’s hold- 
ings in this pool are from 100,000,000 to 
200,000,000 barrels total, and the directors 
plan to get it all, and will put up rigs and 
start drilling until there is full develop- 
ment in every section of the pool. 

It is of the Edwards Plateau in South 
Texas that interests connected with the 
company speak with bated breath, for if the 
geological oil-sand formation of the rest of 
the Mid-Continent and Texas oil fields 
continue through this section, as is confi- 
dently believed, it may be of more im- 
portance than the Ranger field. Seepage 
has been found in the center of a solid 
block of 35,000 acres owned by the Trans- 
continental in the Edwards Plateau. Its 
total holdings in this section are 147,000 
acres. As other important oil interests are 
also developing properties in this part of 
Texas the near future may add much terri- 
tory to that already listed as “proven” in 
Texas. 

Besides a number of good holdings in 
small blocks in Oklahoma, Louisiana and 
other states, the Transcontinental owns 
leases on 20,000 acres in Oldham County, 
Texas, which are declared to also hold 
promise of being developed into one of 
the most prolific producing sections of 
Texas. It is the policy of the company to 
continuously expand its holdings of oil 
lands and it is now looking over possible 
prospect territory in all parts of the United 
States and in several foreign countries. 

Seepages on the oil lands of the company 
in South America prove that there is much 
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oil there and neighboring companies have 
developed actual production from drilling 
The company’s more than 800,000 acres oi 
leases in South America are so situated that 
exports from them, by river and the 
Atlantic Ocean, would have to travel a 
shorter distance to any port of Europe or 
to any port on the Pacific coast of the 
United States than does oil from the Texas 
ports. If development of these properties 
warrants it, and the company’s officials 
confidently believe that it will in a few 
years, Transcontinental will build or pur- 
chase sufficient shipping to carry its own 
production or refined products from South 
America. 


Large Refinery Additions Planned 

The company started business with a re- 
finery of 3,000 barrels daily capacity at 
Boynton, Oklahoma, and is erecting another 
of 10,000 barrels daily capacity, and plans 
to add several additional plants later. The 
company owns the exclusive right to refine 
under the “Brownlee” process which is con- 
sidered better than other methods, giving 
more gasoline and other refined products 
than the ordinary. 

The company has several large gas wells 
among its producing properties, one well 
alone having an output in excess of 40,000,- 
ooo cubic feet per day, and its total gas 
output is in excess of 100,000,000 cubic 
feet daily. In addition to 17 gasoline ex- 
traction plants now owned by the company 
several more will be built for transforming 
the gas into gasoline. 

The transportation properties of the 
company include 300 miles of pipe line in 
Oklahoma, Texas, West Virginia and 
Ohio. In the latter two states the company 
has some production and also some of the 
gasoline plants are in them. Transcon- 
tinental also owns or leases a total of more 
than 500 tank cars, of which about 150 
are owned outright. 

In addition to the four large parcels of 
land, in one of which successful drilling 
operations have disclosed to a certainty 
the possession of many millions of barrels 
of oil, many of the smaller holdings are 
already producing. 

The directors plan to make Transcon- 
tinental a power in the oil industry, not 
only in production, but in all the other 
three branches—refining, transporting and 
marketing. As a final word of conclusion, 
it may be said that they are men who have 
the experience, the energy and the where- 
withal to make Transcontinental Oil a 
name known throughout the world. The 
progress of the company, therefore, will be 
watched with very keen interest. 
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International Products Makes Progress 


South American Concern Controlled by Americans—Applying Ameri- 
can Methods to Primitive Conditions—Strong Financial 
Sponsorship 


By MAX GOLDSTEIN 


semi-developed republic of Para- 

guay, an American concern is im- 
porting the methods and organization of 
Chicago to handle the undeveloped re- 
sources of a virgin country. 

The International Products Company, 
which has close financial relations with such 
representatives of American “big business” 
as Armour & Company, the American Inter- 
national Corporation, and the interests 
represented by the Baldwins, Theodore N. 
Vail, Percival Farquhar and G. F. Sulz- 
berger, was founded in 1916 to engage in 
the packing, tanning and allied industries 
in Paraguay. Its meat packing business is 
mostly handled by the Central Products 
Company, all of whose outstanding capital 
stock it owns. 

The International Products’ line which 
has attracted most attention of late is the 
quebracho extract and the tannic acid pro- 
duced from it, which are of vital im- 
portance to the tanning industry. Que- 
bracho extract is obtained from trees of 


be in South America, in the little 


the same name, which are grown in large 


quantities only in South America. It is 
about the fastest and surest of the tanning 
materials known to the trade, and is re- 
markably rich in tannic acid, which is the 
active principle. 

Large holdings of quebracho trees, with 
an estimated total of 2,000,000 tons of wood, 
are among the company’s 1,000,000 acres 
of Paraguayan lowland, the rest being used 
as pasturage for the company’s cattle. Most 
of these lands are some 200 miles above 
Asuncion, the capital of the little republic, 
and front the Paraguay River for over 
twelve miles. This assures convenient and 
cheap transportation facilities, as Asuncion 
is by way of being quite a port. 


International’s Cattle Business 


According to its latest report, the com- 
pany had 35,000 head of cattle, horses and 
other live stock, with the necessary equip- 
ment and supplies. The country is particu- 
larly well suited for cattle raising, it is 
mor | 


Without any intention of going into hog 
raising, the company bought twenty hogs 
from the natives at $1 a head to use in 


feeding its employees, of whom there are 
2,500. Within a short time the company 
was having difficulty in keeping down the 
number of the hogs, and it is now said to 
be contemplating importing those of Ameri- 
can breed, as the native variety is of too 
low a grade to be commercially valuable. 
This incident merely illustrates the possi- 
bilities of the stock raising industry in 
South America. 

The company expects to handle 100,000 
head of cattle yearly by the end of 1920, 
and is expanding its packing facilities with 
that end in view. The packing plant’s 
product is turned out in the form of six- 
pound cans of corned beef. 

The main trouble hitherto has been with 
labor. Not that it wanted too much, but 
that there wasn’t enough of it. Labor con- 
ditions in Paraguay are unusual in that a 
prolonged war some forty years ago with 
Argentina, Brazil and Uruguay killed off 
most of the adult male population and cut 
down the birth-rate badly. With what 
natives there are the company has had to 
follow a system of education planned to 
include a large number of men successively, 
using those that were taught first to teach 
the others. 

It is estimated that with the cheap pro- 
duction costs existing in a comparatively 
untouched country like Paraguay, an annual 
killing of even 70,000 head of cattle should 
give a net profit of $1,000,000, or over $30 
a share on the preferred issue of $3,247,500. 
The company owns six tugs and eighteen 
barges for its river traffic, and is, hence, 
independent as far as local transportation 
goes. : 

The company’s output of meats and edible 
meat products for the next five years have 
already been contracted for by Armour & 
Co., Ltd., of London, assuring it of its 
market beforehand. 


The Quebracho Industry 


It is to be expected that the company’s 
equipment for the handling of quebracho 
extract is not quite up to the industrial 
standards of Pittsburg or Chicago. For 
instance, the logs have to be placed on carts 
which trundle along on two eight-foot 
wheels and are drawn by oxen. A diminu- 
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tive railroad with equipment of the kind 
that used to be fashionable in the United 
States before the time of the Spanish- 
\merican War then hauls them over to the 
company’s extracting plant, which has 
fairly up-to-date machinery. It has been 
found economical to use as fuel the logs 
which have been chipped for extraction 
yurposes. 

As the company’s production costs on a 
ton of tannic acid are unofficially declared 
to be about $85, and the acid sells at $200 
a ton, it is evident that the industry is a 
profitable one. The company’s plant is said 
to be capable of turning out 15,000 tons of 
the solid extract annually, and to be built 
in such a way that it can easily be expanded 
to handle 25,000 tons. 

Profits from this end of the business 
alone, at its present rate of operation, would 
therefore amount to $1,725,000, or over $17 
a share on the common. The quebracho 
business is rather important, seeing that the 
total production of the extract for this year 
was about 200,000 tons, and that it has been 
widely in demand for the better tanning of 
leather, for which there has been an ex- 
traordinary demand, particularly in the 
finer grades. 

Financial Organization 

The company has outstanding $1,300,000 
of first mortgage 7 per cent. bonds, all held 
by the American International Corporation. 
These bonds are subject to redemption at 
fifteen days’ notice at 105 and accrued in- 
terest, and are taken care of by a sinking 
fund provision of $26,000 annually, with 
additions from previous earnings amount- 
ing to $130,000 a year. 

Of the preferred stock, $5,000,000 has 
been authorized and $3,947,500 issued. This 
stock has a par value of $100, pays 7 per 
cent. and is cumulative, beginning October 
1, 1917. It is preferred as to assets as 
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well as dividends. The company has stated 
that all but $700,000 of the preferred issue 
was sold for cash at par, the remainder 
representing properties and services ren- 
dered. 


There are 93,597 shares of the common 
outstanding, with no par value, out of an 
authorization of 100,000 shares. They are 
carried on the balance-sheet of the company 
at $1 a share. This is also the value of the 
properties received or services rendered 
to the company for which the shares were 
issued, according to the company’s state- 
ment. At a recent meeting an increase in 
the authorized capitalization of $1,000,000 
of preferred and 35,000 shares of common. 

At the same time it was announced that 
the dividends accumulated on the preferred 
to June 30 last would be paid off. 

No earnings reports of the company are 
available as yet, but some of the facts given 
above tend to show great earning power, 
based on cheap labor and an assured 
market. Taking as correct the estimate of 
$1,000,000 profits on the sale of cattle and 
by-products, and $1,700,000 for that of 
quebracho, it will be seen that the annual 
income will pay $221,000 for combined in- 
terest and sinking fund requirements on 
the bonds, $239,525 for dividend require- 
ments on the preferred, and leave large 
amounts for common dividends and surplus. 


The two stock issues were listed by the 
Boston Stock Exchange in March, and 
later were introduced to trading on the 
New York Curb. The common has shown 
a good advance, and at latest quotations 
was about 49. At this price, in spite of its 
newness, it would seem to be a good pur- 
chase of a rather speculative character be- 
cause of the attractive earnings prospects 
for the company, its strong financial con- 
nections, and its conservative financial 
pclicy. 





IMPORTANT INTERNATIONAL TRADE CONFERENCE 


Twenty thousand business men have been 
invited by the executive committee of the 
International Trade Conference to attend the 
meeting called by the Chamber of Commerce 
of the United States at Atlantic City, Sep- 
tember 31 to October 3, inclusive, for the 
purpose of conferring with delegates from 
England, France, Italy and Belgium about 
plans for the restoration of commerce. 

The International Trade Conference gives 
promise of being the most important gathering 
of the kind ever undertaken, and as every 
state in the Union is a factor in the trade 
of the world, the entire country will be 
interested in the deliberations and the re- 
sults. The aim of the Chamber of Commerce 


of the United States in bringing about the 
Atlantic City convention is to have focused 
on various phases of commerce the best busi- 
ness thought of the age, to the end that the 
channels of the world’s commerce will be 
opened, production stimulated and demand 
supplied. 

Relative to the discussion of a subject, fuel 
supply, for instance, there will be an Ameri- 
can committee including producers, shippers, 
economists and business men who will meet 
from day to day with the foreign delegates. 
By this method Italy, for example, will have 
every opportunity to present its needs in 
conference with the committee on fuel supply, 
representing all of the countries. 





National Fire-Proofing Hit by War 


War Check on Building Operations—Only Partly Balanced by War 
Orders—Peace Prospects 


By ELIS. BLAIR 


ELL anybody connected with the 
National Fire-Proofing Co. that 
“after all, you know, the war did 

benefit American industry,” and it is more 
than likely that disastrous consequences 
will result. The company had begun to 
overcome the handicaps of over-capitali- 
zation, inflated assets, and a pioneer line of 
business which needed expensive long-pull 
advertising, when along came the war in 
Europe, America’s participation and the 
necessary restrictions on the use of build- 
ing materials. The story can be summed 
up in the following figures: for the year 
ended Dec. 31, 1918, gross operating 1n- 
come on a capitalization of $14,361,800, 
amounted to the insignificant sum of 
$5,840. ; ; ; 

The firm is fairly old, having been 
founded in 1889 as the Pittsburgh Terra 
Cotta Lumber Co. It manufactures porous 
terra cotta and tile fire-proofing, conduits, 
chimney brick, sewer pipe and clay special- 
ties, but its expanding line is the manu- 
facture of hollow tile, which it has been 
pushing for the last few years through a 
vigorous sales and advertising campaign. 

Among the company’s properties are 
twenty-one plants for the manufacture of 
the above products, and 4,000 acres of clay 
and coal lands, included in which are 3,000 
acres of oil land at Haydenville, O. This 
latter property has been leased on a royalty 
basis and is now being developed by the 
lessees. 

Capitalization 

The funded debt of the company consists 
of an issue of first mortgage and collateral 
trust 5s, of which $125,000 are due each 
September 1 to 1932. There are $1,649,000 
outstanding. Of the capital stock, all of 
the $8,000,000 preferred authorized, except 
$100,000, has been issued. This stock pays 
7 per cent. theoretically, and is non-cumu- 
lative. This is rather unfortunate for the 
preferred stockholders, as no dividends 
have been paid since January, 1915, and 
between 1910 and that date the regular 
rate had been 1 per cent. quarterly. 

Of the common stock, $4,500,000 has been 
authorized, and $4,461,000 is outstanding. 
On the balance-sheet this is represented by 
an item of equal amount for “good-will,” 


mostly represented by past expenditures 
for advertising. No dividends have been 
paid on the common since 1903. Par value 
of both classes of stock is $50 a share. 


Cutting Down the Overhead 

The annual report for 1918 admits, 
proudly but sadly, that the high cost of the 
sales and advertising campaign has been 
reflected in a large overhead expense, 
which, it goes on to say, “is the usual 
penalty of leadership.” However, by the 
elimination of branch offices, consolidations 
of offices in the larger cities, and simplified 
distribution methods, the company claims 
to have effected a reduction of 50 per cent. 
in sales and administration expenses. 

Most of this change and development 
refers to the hollow tile end of the business. 
The company was trying to introduce this 
instead of the older forms of brick and 
tile for building. The war hit this “infant 
industry” hard. As a result of shortage of 
labor, shortage of fuel, and particularly 
the almost complete abandonment of com- 
mercial business, the plants during the war 
were operated at only 44 per cent. of 
capacity. Through direct and indirect con- 
tracts the plants were kept going on war 
work at prices fixed by the War Industries 
Board. 

Bad as the effects of the war had been, 
however, the coming of peace was still 
worse. Government work ceased almost im- 
mediately with the signing of the armistice, 
of course, and the uncertainty and depres- 
sion of the industrial and commercial 
world at that time were reflected in the 
cessation of work at the plant. 

Company officials state that the plants 
have been kept up to full operating 
efficiency so as to be able to handle business 
as soon as it shows itself. The amount 
expended for this purpose during 1918 was 
$266,917, which was absorbed into the 
manufacturing expenses, although there 
was but little product turned out. 

Earnings Record 

Even before the war, however, the com- 
pany was far from being upon a stable and 
satisfactory earnings basis. The earnings 
on the preferred in 1912 were 4.45 per cent., 
just about enough to pay the 4 per cent. 
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regular rate on the 7 per cent. preferred. 
rhe next year’s results were a little better, 
netting 5.21 per cent. on the preferred. 
rhe figure of 2.03 per cent. for 1914 showed 
the blighting effect of the first touch of 
the hand of war, and the two following 
years showed deficits. A spark of re- 
viving prosperity was shown by the earn- 
ing of 1.23 per cent. on the preferred in 
1917, but the next year a deficit was again 
shown. 


Prospects 


With the renewal of activity in the build- 
ing trade which has taken place in the last 
few months, the company has once more 
begun to raise its head. It has counted 
heavily on the cumulative effects of its 
protracted advertising, and on the prestige 
which its main product has gained through 
its use by the Government. There has been 
a slump in construction activity within the 
past two weeks because of labor unrest in 
the building trades, and this may tempo- 
rarily affect the earnings of National Fire- 
Proofing. Undoubtedly, however, the earn- 
ings for 1919 will compare favorably with 
those of the years preceding. 

The past showing of the company has 
been undeniably poor. In part this may be 
attributed to over-ambitious capitalization 
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and large expenditures for advertising and 
sales campaigns on which commensurate 
returns have not been received. The fiscal 
policy of the corporation does not seem 
to have been very conservative, either, 
judging from the distribution of 4 per cent. 
dividends in 1912 and 1913, when earnings 
were respectively 4.45 and 5.21 per cent. 
Even though these dividends were non- 
cumulative, it might have been better for 
the corporation to have saved this capital 
to be “ploughed in” as surplus. Current 
assets applicable to the preferred stock as 
of Dec. 31, 1918, were only 37 cents a 
share, and net tangible assets applicable 
to the common were $10. 

The corporation’s securities are listed on 
the Pittsburgh Stock Exchange, where 
they have been rather inactive of late, re- 
cent quotations on the preferred being 
around 17, and on the common about 9. 
Both stocks, being purely speculative, have 
had a comparatively wide range of prices 
since dividends were cut off, but they do 
not seem to be very desirable purchases 
now, particularly the common. The pre- 
ferred may be able to resume dividends if 
earnings are good and the building boom 
assumes the proportions now expected, but 
stockholders are likely to have a severe 
strain put upon their patience. 





GARY FAVORS TRADE WITH GERMANY 


Elbert H. Gary, chairman of the United 
States Steel Corporation, speaking at the 
annual meeting of the American Bar Associa- 
tion at Boston, told the assembled members 
that from an economic standpoint, considering 
of paramount significance the question of 
benefit to ourselves, we ought to resume busi- 
ness relations with Germany and Austria at 
once. He said: 

“Of signal importance there is to be con- 
sidered by the people of the United States 
their attitude toward other countries. We have 
been provoked to feelings of anger and 
hostility toward the Central Powers and their 
associates in the war. We are convinced they 
have disregarded the laws of God and man, 
and should make restitution and _ suffer 
penalties; and this has been provided for. 
What shall be our attitude toward them? 

“We would not benefit ourselves or others 
by indulging sentiments of hate or revenge. 
It is not necessary to forget or forgive, certain- 
ly, unless there is repentance on the part of 
those who are guilty of moral turpitude, but 
we should at least be sufficiently wise to con- 
sider the ultimate effect upon our own interests 
of unnecessary antagonisms. 

“There are at least two good reasons why 
we should liberally resume the buying of Ger- 
man and Austrian goods. We desire them to 


supply our own wants, and besides the pur- 
chases will have a decided influence in re- 
establishing the rates of international exchange. 
We should seek and fully reciprocate the 
friendship of all other nations whenever it is 
compatible with principle. We should, if 
practicable, be neutral as between all other 
countries if we are to have their respect and 
confidence. Our position should be uniformly 
honest, dignified, kind, impartial, and in all 
respects above reproach. This is right and it 
will be profitable. It is a time for the exercise 
of patience and wisdom and the application of 
the highest ideals of propriety and virtue in 
dealing with world affairs. 

“Of great consequence to all countries is the 
opportunity to import and export supplies of 
all kinds in exchange for other commodities or 
money, unrestricted as to location or by dis- 
criminatory legal provisions, established 
tules of business or practices of any kind, so 
that all shall be on the same basis of privilege. 

“A fleet of ships, largest in capacity and 
fastest in movement, may exercise a predomi- 
nant influence in international trade, but every 
nation may provide itself with the best, limited 
only by its financial ability or policy, and 
there can be no reasonable objection to the 
success which follows enterprise and expendi- 
ture.” 





Present Position of the Market 


Main Swings of Industrial Averages Since 1907 — The Question 0; 
Reactions in Bull Markets—Are Industrial Prices Now 
High?—Future Possibilities 


By SCRIBNER BROWNE and RICHARD D. WYCKOFF 


T= average investor is apt to keep his 
nose so close to the market that he 
can’t see it—or at least, cannot see it 
in its proper perspective. He is so much 
concerned with current news and gossip that 
he fails to give due weight to broader and 
more fundamental considerations. 
In order to view the market in perspec- 
‘tive, I have had prepared for this article a 
graph showing the monthly high and low 
of the industrial averages since 1907. I 
don’t know of any continuous average of 
the same number of industrial stocks for 
this entire period. But since the change 
from 12 industrials to 20 is made at the 
bottom prices of 1914, the wide swings are 
fairly well indicated by the graph as shown. 
I confine myself to the consideration of 
industrials, excluding the rails, because 


since 1914 the industrials have been the real 


speculative market. The rails would de- 
mand separate consideration, and as every 
one knows their present prospects are 
directly dependent upon the action of Con- 
gress. 

Duration of Bull Markets 


Four bull markets are shown on the graph: 
Months 
November, 1907, to October, 1909 
July, 1910, to September, 1912 
October, 1914, to November, 1916 
December, 1917, to (?) 

The second of these bull markets was in- 
terrupted by a reaction which carried prices 
back to their starting point. This unusually 
big reaction was due to heavy foreign sell- 
ing on fears of a European War and to 
the starting of the anti-trust suits against 
U. S. Steel and other leading companies. 

The third bull market is reckoned as be- 
ginning in October, 1914. The Stock Ex- 
change was then closed and the lowest 
prices were made on the Curb. 

If we were to go back still further we 
should find that the bull market which 
began in October, 1903, lasted through 
1906, or about 26 months. If, therefore, 
we were to assume that the present bull 
market culminated at the end of July, its 
duration would have been only 19 months, 
or very much shorter than any of the pre- 
ceding four bull markets, which averaged 


over 24 months. This is entirely possible, 
certainly, for there is no ironclad rule about 
the length of an upward movement—or 
about anything else connected with the 
stock market. But there are several rea- 
sons why it seems probable that the present 
market will not prove to have been ended 
in 19 months. : 

First, the buying movement was very 
slow in getting started, being held in check 
by the war. It was not until the signing of 
the armistice in October, 1918, that there 
was any real outbreak of buying, and then it 
was short-lived. The really big speculation 
did not start until March, 1919. It takes a 
considerable time for such a movement to 
run its course—that is, in fact, the reason 
for the comparative uniformity in the 
length of past bull markets. 

Again, this country is wonderfully pros- 
perous, in spite of all doubts and difficulties. 
Central and Western farmers and business 
men are not worrying much about European 
credits. They are bulls to a man, and they 
have the money with which to buy. Money 
rates, while not cheap, are comparatively 
easy everywhere. In Wall Street, 6 per 
cent. is the current rate. And what does 
the enthusiastic public care about 6 per cent. 
a year? Prime commercial paper is 5% to 
5% per cent. at New York. Such a rate is 
not high enough to draw money away from 
the stock market to any great extent. 

The buying power of the public and the 
availability of loans at reasonable rates are 
two very big factors toward the possibility 
of a renewal of the bull movement. 


August Decline a Reaction? 

If we were to assume that the bull mar- 
ket is not yet over, that would imply that 
the considerable decline which occurred in 
August should be looked upon as a reaction. 
It is of interest to see whether similar reac- 
tions have occurred in other bull markets. 

The following general principles in re- 
gard to reactions in bull markets may be 
deduced from a study of the fluctuations of 
the last 15 years: 

(1) A reaction of five points or more 
in the averages usually occurs near the be- 
ginning of the bull movement or in its early 
stages. 
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(2) Other reactions which may occur 
during the first year of the upward swing 
do not usually extend beyond five points. 

(3) In the second year, a much larger 
reaction occurs. The extent of these reac- 
tions, months covered, and the date when 
the industrials later reached their culmina- 
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these big second-year reactions. That is as 
which each bull market is carried on differs 
from the others. 

There are certain features which are 
common to all bull markets because they 
are the logical result of the bull speculation 
itself, such as dullness in the early stages; 
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tion at a still higher point, are shown in the 
table herewith. 


REACTIONS IN BULL MARKETS 

Reaction Extent High for 
Dates (points) Industrials 
Apr.-May, 1905 Jan., 1906 
Nov., 1908-Feb., 1909 Oct., 1909 
June-Sept., 1911 Sept., 1912 
Dec., 1915-Apr., 1916 Nov., 1916 

Oct., 1918-Feb., 1919 I (?) 
The recent reaction—if such it was— 
amounted to about 14 points for the 20 in- 
dustrials. This is not abnormal in view of 
the extended rise. In this respect it corre- 
sponds very closely with the reaction in the 
previous bull market which occurred early 

in 1916. 





Further Advance Possible 

If we assume that the August decline 
was a reaction, can any conclusion be drawn 
as to the probable extent of the further 
advance which might take place? 

Not with any definiteness. As will be 
seen from the graph, there is very little 
regularity in either the extent or duration 
of the final advance which has followed 


would be expected, for the conditions under 
limited reactions only during the first year; 
increasing activity and wider price changes 
in the second year, which naturally result in 
one or more big reactions; excited trading 
and big volumes around the highest prices 
of the movement. 

But other features differ, depending upon 
the supply of liquid capital which can be 
used to finance the movement, the move- 
ment of commodity prices, the size of our 
export balance, political policies, labor con- 
ditions, etc. So it would be absurd to ex- 
pect any close uniformity in the behavior of 
bull markets. 

Doubtless the question of a renewal of the 
bull market now depends upon this latter 
set of conditions; but we can at least reach 
the conclusion that the first set of condi- 
tions, depending upon the market itself, are 
favorable to a further advance.—Scribner 
Browne. 


What the Action of the Market Indicates 
In our June 21st issue we referred to 


the position of the market as one invit- 
ing the liquidation of securities in which 
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profits were to be had. June did not mark 
the top of the market, as indications ap- 
peared to prove at that time, for the high of 
the year, up to this writing, was made 
about the middle of July; but after that, as 
every one knows, prices went a good deal 
lower, and the question which has puzzled 
Scribner Browne and other market students 
is whether the decline of July and August 
represented the beginning of a bear market, 
or merely a reaction in a bull market. 

A study of the summer’s fluctuations has 
developed some very interesting points, but 
none more important than the ability of 
prices not only to recover but to advance in 
many cases to new high levels. This power 
to “snap back,” as it is often called, is the 
result of a shortage in supply as compared 
to the demand which has been created, and 
of itself indicates higher prices. 

While the decline was severe, it proved to 
be only what might be called a normal re- 
action after the very important advance of 
the previous several months. The critical 
point was reached during the latter part of 
August, when it was a question whether the 
market had the power to recover to its 
former highs and then go higher, or 
whether it would fall back into a trading 
position and work back and forth over a 
comparatively small range until a new im- 
pulse was given on one side or the other. 

The advance during the first week of Sep- 
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tember has rather definitely settled this 
question, for although the average price of 
fifty stocks has not yet recovered all of its 
loss, it has gained a great part of it within 
a much shorter time than was occupied by 
the decline. This feature, combined with 
the power of certain issues and several 
groups of stocks to rush up into new high 
ground, gives a basis on which to form an 
opinion as to the immediate course of the 
market. 

Judging from the above and from other 
indications at hand, we are of the opinion 
that the present movement indicates a re- 
sumption of the advance. This means that 
prices will probably exceed the highs of two 
months ago. 

Owing to the violent character of the 
fluctuations and the advanced position of 
prices from where investment purchases 
were generally in order, we wish to empha- 
size that this is essentially a market for 
speculators and not for investors. There 
are, of course, exceptions. Each security 
should be judged, first, with regard to the 
position of the industry of which it is a 
part; second, as to its finances; third, its 
earning power, and fourth, its technical 
position. If this rule is followed there will 
still be found many attractive opportuni- 
ties for those who endeavor to derive 
profits from the fluctuations—Richard D. 
Wyckoff. 





AMERICAN BANKERS’ CONVENTION 


St. Louis hankers are preparing to enter- 
tain the forty-fifth annual convention of the 
American Bankers’ Association, which opens 
in that city September 29, in a manner that 
will be a credit to St. Louis. With an antic- 
ipated attendance of about 5,000 bankers, in- 
cluding their wives and daughters, the principal 
feature devised for their entertainment is a 
“Mammoth Indoor Circus Royal, Hippodrome 
and Dansant,” as it is officially described, to be 
given at the Coliseum on Tuesday e-ening, 
Septerber 30. An elaborate performance will 
take place from 8 to 11 P. M., and dancing will 
follow. Admission will be by card only. 

There will be a smoker at the Statler on 
Monday evening, September 29, and an in- 
formal dance at the Planters Hotel on 
Wednesday evening, October 1. Besides danc- 


ing, there will be card parties and refresh- 
ments. The entertainment has been so ar- 
ranged as not to conflict with the business ses- 
sions. President Wilson has been invited to ad- 
dress the convention, and other prospective 
speakers are Homer L. Ferguson, president of 
the Chamber of Commerce of the United States 
and David R. Francis of St. Louis, former Am- 
bassador to Russia, Henry P. Davison of New 
York and P. P. Claxton, United States Com- 
missioner of Education have accepted invita- 
tions to speak. 

The general convention sessions will be 
held Tuesday and Wednesday mornings and 
all day Thursday. The sections of the Asso- 
ciation—trust company savings bank, clear- 
ing house, state secretaries, national bank and 
state bank  sections—will meet Monday, 
Tuesday and Wednesday afternoons. 





Canadian Pulp and Paper Industry Grows 


Capitalization Now Amounts to $ 


225,000,000—— United States, With 


Its Numerous Newspapers, Furnishes Constantly 
Expanding Market 


By NORMAN HARRIS 


HAT a great industry the production 
W of pulp and paper has already be- 

come in Canada, is shown by figures. 
In the year 1890 our total exports of pulp and 
paper amounted to but $120. By the year 1910 
these exports had risen to $10,000,000; but 
these figures assume relative insignificance in 
view of the statement of Mr. J. A. Bothwell, 
president of the Canadian Pulp & Paper Asso- 
ciation, who places the value of the production 
of pulp and paper for the current year at $120,- 
000,000 and estimates that our exports will 
amount to about $100,000,000 in value. 

This industry has grown to mammoth pro- 
portions very quickly, the chief reason being 
that the supply of pulp wood in the United 
States has become inadequate to feed the 
myriad newspaper presses of that country. A 
nation cannot eat up all its pulp wood and then 
turn around and renew the supply for that 
generation. While it is true that other trees 
than spruce are being employed, yet the spruce 
is still the most valuable paper tree, and it 
takes from 100 to 150 years to bring a spruce 
to proper maturity. 

There are no less than 91 incorporated com- 
panies in Canada manufacturing pulp or paper, 
with a combined capital which is conservative- 
iy reckoned at about $225,000,000, but which is 
growing all the time. The largest pulp and 
paper companies are putting out new issues of 
bonds and stock. Smaller concerns, some of 
which have gone ahead in a small way for 
many years, are being assembled and re- 
capitalized and it would not be surprising 
within a few years to find that not less than 
$500,000,000 would represent the capital en- 
gaged in the pulp and paper industry here. 

The bulk of our pulp and paper goes direct 
to the United States, and this traffic gives us 
the benefit of the premium of over three 
per cent. on New York funds. It is expected 
that with the still further enlargement of the 
activities of this one industry the transactions 
between the two countries will do their part in 
reducing the discount against the Canadian 
dollar. . 


Principal Market in U. S. 
There is no slackening in the steady demand 


for Canadian pulp and paper, and more 
especially for newsprint, for United States 
account. Price regulation in Canada must 
end with the war. This is the wunder- 
standing of the Canadian Pulp & Paper 
Association officials, and with our pulp and 
paper products selling under open competition 
there should be a growth in this business that 
may shortly put Canada at the top of the list 


of all pulp and paper producing countries. 

The United States now leads the procession. 
The United States is reckoned to have 2,500 
daily and Sunday newspapers, and 14,000 
weeklies, with a circulation of some 71,000,000 
copies. This market is wide open to Canada, 
and indeed it may be said that just now we are 
almost confined to United States export. Dur- 
ing war the British Government put all Cana- 
dian ships available for war work under 
British registry, and there our ships remain. 
There is one manufacturer in Quebec who 
has, or had recently, some 12,000 tons of 
ground wood pulp lying on the docks at 
Quebec waiting an opportunity for shipment to 
England. 

Our main permanent market, however, ap- 
pears to be the United States. The paper 
industry in England is a considerable one, and 
contrary to what many think, the great paper 
mills over there are in a position to largely 
supply the home demand. Not that Canada 
could not find a paper market overseas for all 
the available product even now, but the 
scarcity of shipping and the fact that there is 
a handicap of from eight to ten dollars per 
ton difference in our freight to England as 
compared with the rate from Scandinavian 
countries, gives the United States the prefer- 
ence. The United States is our closest and 
most valuable market and the exports of pulp 
and paper across the line will show a great 
expansion every year. 


Supply Not Inexhaustible 


Canada possesses in ideal combination every 
unit necessary to develop on a great scale the 
production of pulp and paper of a grade and 
at a price to compete most successfully with 
that of any country in the world. We have in 
our forests 350,000 square miles of pulp-wood 
timber, estimated to yield 1,033,370,000 cords 
of pulp-wood. 

This is a substantial national asset, but al- 
ready bankers and mill men are scanning the 
future, and they do not by any means delude 
themselves with the theory that here is an in- 
exhaustible supply. They reckon our pulp- 
wood is good for about half a century, if 
re-forestation is practiced as at present, on a 
very limited scale. But it is only natural to 
believe that when it comes to be fully unde 
stood that we must depend mainly on / te 
fabrication of our much-vaunted “natural re- 
sources” into marketable export commodities 
to pay our war bills, both principal and inter- 
est, a determined effort will be made to replace 
the pulp trees with new growth on a proper 
scale. 
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The daily consumption of newsprint paper in 
the United States is about 5,750 tons, and it 
has been estimated that it takes the product 
of 20,000 pulp-wood acres every year to supply 
the newspaper of Canada with white paper. 
As we use only about one-twentieth the paper 
required across the border, it can be seen what 
an immense amount of growth is required to 
keep up the supply. 

The significance as a national industry of 
pulp and paper in Canada is shown by the one 
fact that in the fiscal year 1917, out of ten 
main avenues of production in this country, the 
value of pulp and paper products came fourth 
on the list. It was greater than our dairy 
products, our iron and steel products, our 
fish production, our manufacture of vehicles, 
or our sales of copper. 

Before the war foreign countries produced 
the greatest amount of chemical pulp, but 
recently the growth of this department of the 
business in Canada has been remarkable. We 
have every facility for the production of chemi- 
cal pulp. In the year 1908 Canada manufac- 
tured chemical pulp to the value of only 
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large way in our pulp and paper branch, in a 
few years only, has, of course, added greatly 
to the number and extent of bond and stock 
issues which have been brought out in con- 
nection with the industry. It will be interest- 
ing to show the present capital, as compared 
with former capitalization, of the principal 
companies actively engaged in the production 
of pulp and paper, and to show the number of 
new concerns that have added their securities 
to the market, as well as to consider the 
course of those securities subsequent to their 
being sold to the public. 


Securities Active 


I have alluded to pulp and paper securities 
on the Canadian stock markets. Spanish River, 
from being a promotion pumped up with 
“water,” struggling to pay its bond interest, 
preference stock and common stock dividends, 
and failing utterly in the two latter business 
tasks, has within three years become a wealthy 
corporation. There is no secret about the mat- 
ter: big orders and adequate prices. The com- 
mon stock of this corporation had become an 











A typical Canadian paper mill. The wood is taken from the water and sent to the pulp 
mill, after which the pulp goes to the paper mill on the right. 


$1,500,000, while for the fiscal year ending 
March 31, 1919, our export of chemical wood 
pulp was valued at over $30,000,000, during 
which period the export of newsprint was 
$40,718,021. : 
An effort will be made to hold the chemical 
pulp trade of the United States, but more 
than that the intention is to reach out and, 
under more favorable shipping conditions, to 
establish the market for this product through- 
out the world. : 
The “somewhat wonderful transformation 
from business in a small way to business in a 


insipid security. Many of the holders had writ- 
ten off their loss. The idea of a dividend had 
about been dissipated. But now Spanish River is 
quoted daily amongst the “active listed securi- 
ties.” The 7% cumulative prefererice stock is 
currently quoted at 106. The common stock is 
around 40, and that security has more warrant 
for the assumption that it is destined for a par 
quotation than ever before in its history. 

The Brompton Pulp & Paper Company is 
comparatively a new-comer in the field. This 
corporation was incorporated under the laws 
of the Dominion of Canada in the year 1916. 
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It has outstanding two million dollars of first 
mortgage bonds, two millions of preference 
shares, and seven million dollars of common 
shares. It is almost a precept in finance that 

{ the common stock of a regularly organized 
corporation whose securities are publicly 
absorbed gets itself upon a dividend earning 
4r paying basis within five years, the finances 
of the concern must be carefully scrutinized. 

The firm of Greenshields & Company put 
the common stock out at 59, Speculators 
reached eagerly for the output, so popular at 
that time were pulp and paper issues. In the 
vibrating business of the period, Brompton was 
taken up as high as 79 on the regular market, 
but there has been a natural recession since 
then and today the stock is quoted around 62. 
his company, incorporated only in 1916, 
actually declared and paid its first dividend on 
the common on February 1, 1917, followed in 
the same year by a second dividend, the total 
disbursement for the first half of that year on 
common being $175,000. 

The surplus revenue for the first six months 
of 1917 was $617,263, or at the rate of $1,334,- 
526 for the year. This is a Greenshields pulp 
and paper flotation, and it may be said that 
anyone who participated has so far been able 
to make money. The financial statement for 
the second year’s operations of this company 
shows a net earning of $1,051,274, after war 
taxes, with a balance of $287,274 carried for- 
ward into profit and loss. The common is still 
on its five per cent. basis, payable quarterly. 
Total assets are $12,338,773. 

The pulp and paper securities have in many 
cases set at naught the predictions of good 
business men, of professional financial 
analyzers, and of experts in the pulp and 
paper business. Spanish River is one instance 
of this. Brompton, while never looked upon 
as a distinctly unsound promotion, was never- 
theless viewed somewhat askance by the care- 
ful buyer. 

North American Pulp & Paper Company 
came out a few years back with a topheavy 
load of share capital, non-par common shares 
and a claim to value in its assets that appeared 
to be ludicrous. The inside opinion among 
conservative paper company financiers appears 
to have been that no more speculative security 
had been offered to the public than this one. 
The variations of the common stock on the 
market are familiar to all market observers. 
They know also that despite handicapping con- 
ditions within the company calculated to make 
a comptroller’s head swim, and after a tanta- 
mount re-organization and the interjection of 
a new policy, the common stock of this com- 
pany has risen one hundred per cent. or more 
‘from its dismal point. While it may be too 
soon to establish any intelligent opinion as to 
the future, yet North American common stock 
may be called at least a speculation of some 
promise owing to the new financial interests 
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that have become identified with the company 
during the last year. 
Seasoned Issues 

[ am not paying much attention to the old 
ironsides issues in the pulp and paper field. 
Laurentide, as an instance, has been of little 
interest to the market speculator, as this cor- 
poration is an old and wealthy one, its common 
stock having been listed on the Montreal Stock 
Exchange in the year 1911. However, it is 
interesting to note that although this corpora- 
tion has been in business for six years longer 
than Brompton, the total assets of Laurentide 
are but two million dollars, roughly, greater 
than those of Brompton. Laurentide stock 
sold at 145 soon after listing. The stock has 
never been under par since then, but has ruled 
nearer one hundred per cent. premium over 
par. 

Abitibi Power and Paper Company, Limited, 
is a Dominion inc orporation of the year 1914. 
Outside of a bond issue of $2,459,000 out- 
standing, the company has issued one million ~ 
of preference and five million dollars of com- 
mon stock. The total assets of this corpora- 
tion are $17,097,762. The common stock sold 
when listed at around 58, and despite the fact 
that the common has not paid a dividend, the 
average price for the year 1919 has been some 
five points higher, but with few sales. 

Toronto Paper Manufacturing Company, 
Limited, is an incorporation of the year 1912. 
The dividend payments of this company have 
been somewhat broken and erratic. Earnings 
in the year 1913 appeared to justify a common 
dividend and six and one-half per cent. was 
declared and paid. Next year this fell to one 
and one-half per cent. and in 1915 no dividend 
was forthcoming. But in 1916 the common 
paid 5% and in 1917 6% and 4% extra, and in 
1918 6% and 3% extra. 

This company is now paying 6% and may not 
exceed that figure for 1919. The stock is 
selling now around 75, and as the earnings 
for 1918 were $162,373, to which is added a 
balance from the prior year of $254,089, this 
on a paid-up capital of only $750,000, the 
security is looked upon as having considerable 
promise under the expectation of larger busi- 
ness in the future. 

The above does not take in all the pulp and 
paper companies of Canada by any means. But 
the short financial summary of the per- 
formance of those mentioned will give the 
observer a general impression as to the condi- 
tion of the industry in Canada. With the 
certainty of a large fixed market, an increasing 
demand, an expectation of good, if not higher 
prices for pulp and paper products, and a 
situation where abundant funds have enabled 
uncertain companies to bolster up their posi- 
tion, it seems probable that these common 
stocks may be fairly good speculations at 
current market prices, and that some of them 
are undoubtedly destined to sell much higher. 





READERS’ ROUND TABLE 


[Subscribers are invited to contribute to the Readers’ Round Table Department. 


From 


our readers we receive many valuable suggestions and interesting ideas, and have inaugurated 
this feature in order that they may present their problems and their thoughts to their fellow- 


readers. We believe that this interchange of ideas will prove to the advantage of all. 
in your manuscript addressed to Editor, Readers’ Round Table. 


unless permission is given.—Editor.] 


He Likes Steel Common 
Editor of Tae MaGaAzIneE or WALL STREET: 

After 18 years of most careful management, 
coupled with the abnormal prosperity result- 
ing from the World’s War, the United States 
Steel Corporation has now reached a point in 
its history where it can safely be designated 
as the peer of all industrial corporations. Its 
financial and moral status is such as to make 
it the acknowledged leader in the manufactur- 
ing world and of the stocks of corporations 
listed on the New York Stock Exchange. 

As a fitting climax to its career and a strong 
argument in favor of industrial combinations, 
it may be said that the United States Steel 
Corporation was one of the most potent fac- 
tors in helping the Allies win the war. The 


production of this vast organization exceeds 
by one-third the steel output of all of Ger- 
many’s plants combined. Judge Gary, presi- 
dent of the Steel Corporation, was a $1.00 per 
year man and placed the entire plant and its 
250,000 employees at the disposal of the U. S. 


Government during the war. 

U. S. Steel Corporation, with $423,806,259 in 
cash and Government Bonds in its Treasury 
and with a book value of $235.00 back of its 
common stock, is certainly in an enviable posi- 
tion. Most of the other large corporations are 
in the market trying to sell preferred stock 
while the Steel Corporation has money to loan. 
Admittedly, the greatest problem before the 
banker of America today is the financing of 
European nations to enable them to purchase 
our goods, to feed themselves and to rehabili- 
tate their recently destroyed industrial enter- 
prises. 

A “bull” market is absolutely necessary to 
achieve success in. marketing securities. It 
will, therefore, be necessary to produce the 
proper psychological effect and to retain pub- 
lic confidence -to strengthen the New York 
Stock Market and keep up the “bullish” ac- 
tivity. U.S. Steel common will likely be the 
stock selected as the next Stock Market leader 
when the bull market starts again. 


Send 
No names will be used 


If we segregate the stocks listed on the 
New York Stock Exchange into five divisions, 
tobaccos, oils, motors, railroads and steels, we 
find that the leaders of all classes of stocks 
above mentioned have crossed the $200.00 
mark at some time in their history with the 
exception of U. S. Steel common, leader of 
steels. As a matter of fact, steel common has 
more actual value behind it than any of the 
other leaders. 

The following facts concerning U. S. 
Steel Corporation may prove interesting to 
prospective investors. The last published an- 
nual statement of the U. S. Steel Corporation, 
on December 31, 1918, shows: 


$2,571,617,175.08 
883,136,081.03 
173,806,259.00 
250,000,000.00 


391,709,355.72 
1,563,937 ,122.89 


Total assets 

Current assets 

Cash on hand 

Government bonds 

Accounts receivable and in- 
ventories 


Rumor has it that the Steel Corporation will 
place its Government Bonds (amounting to 
$250,000,000.00) in a fund and issue common 
stock for a like amount, and distribute it as 
a stock dividend to its common stockholders, 
a most desirable method indeed for capitaliz- 
ing part of its enormous assets and distribut- 
ing same to its stockholders. In the first half 
of 1919, although the plant was running at 
only 60 per cent of capacity, the Company 
added 10 million dollars more to its surplus, 
bringing it up to $477,019,324.38. This sur- 
plus consists of cash and Government bonds. 

Mr. Bernard M. Baruch, who is said to have 
made millions in the stock market, particularly 
in Steel common, always bought the stock 
when nobody wanted it and sold it when 
everybody wanted it. He was a keen student 
of economics and a psychological expert as 
well and his methods were far different from 
= aw operator’s. Why not try them?— 

. . I. 





WALL STREET JOTTINGS 


J. E. Mezzardi and E. A. Wilson have become as- 
sociated with.the firm of J. Batbie Company, member 
of the Consolidated Stock Exchange. 

Lieut. Col. ‘Theodore Roosevelt has withdrawn as 
partner in the firm of Montgomery & Co., and James 
’H. Perkins has been admitted to partnership in that 
firm. 
E. McCormick has been appointed assistant to the 
president of the Railway Steel Spring Company. H. 
S. Banghart has been made treasurer, and D. C. 
Dunn, assistant treasurer. 


New York Cotton Exchange membership of R. S. 
Gernon, has been sold to T. P, Flaherty for $24,500, 
the price for the last previous sale of such a seat. 

National City Bank has opened a branch at Porto 
— Brazil, its sixth in Brazil. 

ules S. Bache has accepted the chairmanship of the 
Stock Exchange division of the Actors’ Fund ‘national 
memorial day drive. 

Maury, Rogers & Auchincloss, members, New York 
Stock Exchange, have issued a circular on Studebaker 
Corporation, 





Financial News and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





B. & O. Shopmen Strike 

Fifteen hundred men employed in the com- 
vany’s shops at Cumberland, Md., have walked 
out on strike in rejection of President Wil- 
son’s appeal to remain at work. 

Earnings report shows: July gross, 1919, 
$16,320,586; 1918, $17,674,458. Balance after 
tax, $2,197,626; $4,579,650. Net operating in- 
some, $2,160,116; $5,327,634. Seven months 
gross, $96,080,418; $86,000,075. Deficit after 
tax, $1,221,346; *$1,348,322. Net operating 
deficit, $1,863,750; *$38,869. *Income. 


C. & O. to Build Joint Terminal 

The Kentucky Railroad Commission has en- 
tered an order directing the immediate erec- 
tion of a new structure at Covington, Ky., to 
replace the terminal at that point, for the use 
of this company and the Louisville & Nash- 
ville R. R. The order requires the two rail- 
roads to have the station erected not later 
than June 1, 1920. 

More than 600 cars of coal held at the Silver 
Grove yards of the company by the strike of 
shopmen have been released for shipment 
beyond Cincinnati. 

Chicago & Northwestern Earnings 

July gross, 1919, $13,321,598; 1918, $12,888,- 
465. Balance after tax, $3,073,621; $3,972,697. 
Net operating income, $3,076,885; $3,938,520. 
Seven months gross, $75,871,922; $64,747,995. 
Balance after tax, $7,316,026; $4,658,287. Net 
operating income, $6,952,087; $5,327,240. 


C. B. & Q. Earnings Report 
July gross, 1919, $13,068,386; 1918, $13,325,- 
718. Balance after tax, $2,688,059; $4,257,012. 
Net operating income, $2,523,776; $4,174,742. 
Seven months gross, $75,871,922; $64,747,995. 
Balance after tax, $12,592,800; $11,907,797. Net 
operating income, $11,110,608; $11,500,338. 


C. M. & St. Paul Finds Oil 
Indications of valuable oil deposits have been 
found along the company’s line, according to 
President Calkins. Responsible interests are 
said to be conducting drilling operations in the 
vicinity of the road in both Washington and 
Montana and are obtaining satisfactory re- 


sults. It is rumored that one of the interests 
operating in Washington is the Standard Oil 
Company of California. 


D. L. & W. Earnings 
July gross, 1919, $6,342,043; 1918, $6,447,131. 
Balance after tax, $1,391,552; $2,346,075. Net 
operating income, $1,353,555; $2,389,233. 
Seven months gross, $40,504,367; $36,295,569. 
Balance after tax, $7,015,245; $7,785,687. Net 
operating income, $6,729,723 ; $7,960,912. 


Denver & Rio Grande Ctfs. Listed 
The New York Stock Exchange has 
admitted to dealings Bankers Trust Company 
certificates of deposit for D. & R. G. first and 
refunding 5s of 1955, stamped as to August, 
1919, interest. 





| 
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Opportunities For 
The Retired Business Man 


The retired business man has every 
reason to be cautious in the handling 
of his money. The competency ac- 
cumulated after many years of hard 
work is the medium through which 
he is enabled to enjoy a period of 
freedom from the responsibilities of 
active business life. In the invest- 
ment of this competency every care 
must be exercised to safeguard the 
principal and to obtain therefrom 
dependable income. In times like the 
present, when it is possible to obtain 
such extremely liberal returns from 
thoroughly conservative investments, 
the discriminating investor is offered 
the opportunity of a generation to in- 
vest his funds to good advantage. 


Send for our List No. 763 
“Conservative Investments” 


Spencer Trask & Co. 


25 Broad Street, New York 
Albany Boston Chicago 
Members N. Y. and Chicago Stock Exchanges 
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Erie Earnings Improved 
July gross, 1919, $7,868,833; 1918, $7,950,515. 
Balance after tax, $386,641 ; $534, 037. Net op- 
erating income, $380,498 : $1,127,532. Seven 
months gross, $49,700,458; $44,038,598. De- 
ficit after tax, $1,974,591; $4,946,578. Net 
operating deficit, $2,065,505 ; $3,860,511. 


L & N Report to I. C. C. 

July gross, 1919, $8,894,919; 1918, $9,508,722. 
Balance after tax, $1,361,214; $2,787,138. Net 
operating income, $1,281,110; $2,909,964. Seven 
nonths gross, 
ance after tax, $5,087,527; $9,144,891. 
operating income, $4,876,875 ; $10,289,807. 


$59,354,090; $52,503,516. Bal- 
Net 


Mo. Southern Signs Contract 
Director General Hines has signed a short 
line contract between the Railroad Adminis- 
tration and the company. No compensation 
was fixed in the contract. 


N. Y. Central Earnings 
July gross, 1919, $28,185,031; 1918, $26,282,- 
974. Balance after tax, $7,054,523; $7,204,446. 
Net operating income, $7,135,024; $7,415,990. 
Seven months gross, $169,998,641 ; $149,012,329. 
Balance after tax, $22,719,958 ; $13,723,684. Net 
operating income, $22,419,463; $12,044,337. 


Penn. Stockholders Increase 

Stockholders of the company reached a new 
high record on August 1, 1919, at 112,261, an 
increase of 618 over July 1, and an increase of 
8,033 over August 1, 1918. In the past two 
years the number of stockholders has in- 
creased by 18,012, while the average holding 
has been reduced from 105.95 to 88.95 shares. 

On August 1, corporation holders of Penn- 
sylvania stock numbered 988, an increase of .50 
over a year ago. 

Earnings were reported: July gross, 1919, 
$33,753, 654; 1918, $37,869,201. Balance after 
tax, $3,066,765 ; $10,144,199. Net operating in- 
come, $2,813,391; $9,259,438. Seven months 
gross $208,379,920 ; $189,922,546. Balance after 
tax, $8,522,670; $7,890,119. Net operating in- 
come, $7,344,460; $3,445,819. 


Reading Earnings Report 
July gross, 1919, $6,602,517; 1918, $8,836,862. 
Balance after tax, $1,582,229; $3,562,522. Net 
operating income, $1,262,392; $3,899,166. Seven 
months gross, $40,252,121; $44,409,406. Bal- 
ance after tax, $2,894,964; $7,426,220. Net 
operating income, $616,185; $5,058,406. 


Rock Island Meeting Postponed 


Company’s annual meeting has been post- 
poned to September 30, 1919. 


Seaboard Air Line May Burn Oil 
Company is contemplating converting 350 
of its engines into oil burners and several 
large petroleum companies are submitting bids 
on the oil required. The company is looking 
for a five-year supply of fuel oil. 
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Longer Hours— 


and harder work, is what this country 
needs. If any man—or any class— 
persists in glorifying the doctrine of 
less work, write them down as soft- 
handed shirkers, 


Produce More— 


It is a national duty. Low production 
is the key-note of the high cost of 
living. Increased production will 
lower prices and allow greater sav- 
ings. 


Save More— 


Spend only for the necessary things, 
Vast amounts of capital were de- 
stroyed by the war. Don’t waste 
yours. Help reconstruct industry. 
Invest in sound enterprises, and share 
in the future of American business. 


Partial Payment Plan. 


Small First Payment gives the in- 
vestor the benefits of immediate 
ownership—you receive dividends and 
interest from the first; you can take 
advantage of market rise by selling 
at 5 minutes’ notice by telephone or 
telegraph. 

No speculative issues sold under the 
plan—only high-grade securities, 

Send for booklet 3P. 
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So. Pacific Wins Suit 

Federal District Judge Bledsoe, at Los An- 
geles, Cal., has dismissed six consolidated 
suits of the Government attacking titles to 
162,066 acres of oil lands owned by the com- 
pany and 221 other defendants in San Joaquin 
Valley fields. 

Judge Bledsoe held that the Government 
surveyor had returned the lands in question 
as non-mineral bearing, and that for many 
years Southern Pacific had held the lands in 
the market at prices ranging from $2.50 to $5 
an acre, both points forming strong evidence 
of the absence of fraud in the company’s 
application for patents. 

Counsel for the Government indicated it 
would seek an appeal from the decision of 
Federal Judge Bledsoe. 

The walkout of trainmen which has tied up 
railroad traffic between Fresno, Cal., and 
Yuma, Ariz., had spread to San Francisco, 
when yardmen of the Southern Pacific went 
on strike. Oklahoma yardmen also joined. 


Southern Ry. Earnings 

July gross, 1919, $11,320,441; 1918, $12,362,- 
233. Balance after taxes, $2,188,528; $4,357,- 
160. Net operating income, $2,098,231 ; $4,118,- 
184. Seven months gross, $70,372, 555; $66,- 
496,844. Balance after taxes, $4,954,998; $16,- 
415,532. Net operating income, $4,118,006 ; 
$15,126,541. 


Union Pac. Income Report 
July gross, 1919, $9,064,459; 1918, $8,732,058. 
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Balance after taxes, $2,843,211; $4,065,650. Net 
operating income, $2,788,448 ; $4,359,669. Seven 
months gross, $58,516,715; $48,760,658. Bal- 
ance after taxes, $16,777,380; $15,577,082. Net 
operating income, $16,655,585 ; $16,109,451. 





INDUSTRIALS 





Amer. Agric. Earnings Drop 
Annual report of the company for the year 


ended June 30, 1919, shows surplus, after _ 


Federal taxes, charges and preferred divi- 
dends, of $2,498,773, equivalent to $7.89 a 
share earned on the $31,655,200 outstanding 
common stock, as compared with $6,452,531, or 
$35 a share in the previous year on the 
$18,430,900 common then outstanding. 

No reserve has been set up to provide for 
the proportion of Federal income and excess 
profits taxes applicable to the six months 
ended June 30, 1919, but the Federal taxes 
assessed for the calendar year 1918 have been 
deducted from the earnings of the company’s 
fiscal year ended June 30, 1919. 

Income account, year ended June 30, 1919, 
compares as follows: 

Manufacturing profits, 1919, $8,035,954; 1918, 
$11,079,956; total increase, $8,206,128 ; $11,377,- 
107; interest, depreciation, etc., $4,047,458; 
$3,266,089; net profit, $4,158,670; $8,111,018; 
preferred dividends, $1,659,897; $1,658,487 ; 
common dividends, $1,813,125; 1918, $1,059,- 
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766; surplus, $685,648; 1918, $5,392,754; P. & 
L,. surplus, $17,080,478 ; $16,394,829. 


Amer. Bosch Magneto Buys Site 
Corporation has acquired property on 60th 
street, near Broadway, New York, as a site 
for a new plant to cost $700,000. 


Amer. Can Co. to Sell Shell Plant 


Company will sell at auction its shell 
machining plant at Edgewater, N. J., in Sep- 
tember. 


Amer. Hide & Leather Improvement 


Company has issued its annual report for 
the year ended June 30, 1919, which shows 
surplus, after taxes and charges, of $2,695,001, 
equivalent to $20.73 a share earned on the pre- 
ferred stock. In the preceding year the com- 
pany reported surplus of $2,385,613 which, after 
deducting $400,000 estimated extra provision 
for income and war profits taxes to June 30, 
1918, charged out in the 1919 surplus account, 
left a balance for the preferred stock of $1,985,- 
613, or $15.27 a share. 


Amer. Steel Foundries’ Orders 


Company has enough business to keep it 
going for several months, but needs more to 
keep nine plants working at anything like 
capacity through the winter. 

In the first 6 months of 1919 the company 
earned net balance for its common of $3.90 a 
share, an excess of 90 cents above the full 
year’s $3 common dividend. It now seems 
doubtful if the second half year will show up 
as well as the first, but the equity in Griffin 
Wheel will tend to counteract that tendency. 

It is understood that approximately 95% of 
Griffin Wheel common has been acquired and 
in due course the remaining few shares are ex- 
pected to come in. 


Amer. Sugar Ref. Rejects Order 


Not enough of the 100,000 tons business in 
the new crop Cuban sugar, to be refined in 
this country for foreign interests on a toll 
basis near 2.00 cents, was offered to the com- 
pany to make it worth its while. It is inti- 
mated that American sugar may not have 
cared to take on this new export business just 
now on general public policy. 


AGWI Earnings High 

Company is handling a big business and 
its earnings are running at high levels 
Profits in the six months ended June 30 last 
were at a rate of about $45 a share on the 
common stock, before taxes. 

It is estimated that all the moneys due the 
company from the Government may approxi- 
mate $6,000,000. Whatever additional income 
is received from the Government will not make 
its appearance in the 1919 income statement, 
but in the revised profit and loss item as of 
December 31, 1918. 


When writing advertisers, please say, “I saw it in The Magazine of Wall Street.” 
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Baldwin Gets Foreign Orders 


Company has received orders for 50 engines 
for Denmark and 50 for Egypt. 


Carnegie Steel Operating at 90% 
Mills of the company are operating at about 
90% of their capacity. 


Corn Products Strikers to Return 
Stated that the last of the strikers at the 
Argo plant have voted to return to work on 
company’s terms which call for a 5% wage 
increase. 


Fairbanks Co. Stock Listed 
$1,500,000 common stock, or 60,000 shares 
of $25 par value of the company, has been 
listed on the New York Stock Exchange. 

In the company’s listing application it was 
stated that net profits in 1918, after taxes, 
totaled $554,364, equivalent, after preferred 
dividend requirements, to 7%4% on _ the 
common. 

The company is now said to be doing a 
business of $2,000,060 a month. 


General Motors Buys Saxon Plant 

Corporation has purchased the $1,500,000 
plant of the Saxon Motor Car Corp., and will, 
it is understood, use the structure for opera- 
tions of the Scripps-Booth Co., which it 
acquired as a subsidiary. 

Company’s new building now in course of 
erection on West Boulevard, Detroit, will be 
the second largest office building in the world. 
The building will be ready for occupancy 
within a year. 


Gulf States Steel’s July Deficit 

Company’s net operating figures for the 
month of July, 1919, showed a deficit of $9,422. 
This result was due to a large part of the 
works being shut down for usual summer re- 
pairs. 

An operating deficit of $19,569 was reported 
for June. Net operating income of preceding 
months was: April, $23,294; March, $67,124; 
February, $80,839, and January, $57,241. 


I. M. M.’s New Atlantic Service 
Company has announced the establishment 
of a new trans-Atlantic passenger and freight 
service from New York via Constantinople 
to Constanza. 


. Inter. Nickel Earnings Rise 
According to an official of the company “the 
domestic sales of the company since June 30 
have been steadily increasing and, with the 
general resumption of business, both foreign 
and domestic sales should in time be back to 
normal again.” 


Jones Bros. Tea Sales Increasing 
Company reports July, .319, sales of $1,410,- 
962, an increase of 19.48% over the same 
month of last year and sales for the first seven 
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months of 1919 of $9,099,315, an increase of 
16.97% over the same period of 1918. 


National Aniline Stock Listed 
It has been announced that $13,358,300 tem- 
porary voting trust certificates for 132,626 
shares of 7% cumulative preferred stock of 
the company and certificates for 242,683 shares 
of common stock have been listed on the New 
York Stock Exchange. 


National Leather Balance Sheet 
Cash, $1,003,048; accounts receivable, 
$3,907,488 ; inventories, $20,109,130; stocks and 
bonds, $11,955,837. Under liabilities appear 
capital, $30,000,000; accounts payable, $3,116,- 
525; surplus, $3,919,161. 


Pierce-Arrow’s New Officers 


John C. Jay, Jr., has been elected president 
of the company to succeed Colonel Charles 
Clifton, who remains as chairman of the board. 
George W. Mixter was appointed vice-presi- 
dent and general manager in place of Henry 
May, who has resigned. E. Forbes was 
elected treasurer to succeed W. C. Wrye, who 
has resigned as secretary and treasurer. S. O. 
Fellows, as comptroller, will assist Mr. Forbes. 
E. C. Pearson, formerly assis'ant secretary, 
has been promoted to secretary. J. F. Guider 
succeeds G. W. Cooke as general superin- 
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Punta Alegre Sugar Proposals 

A special meeting of stockholders of the 
company has been called for September 15, to 
vote on the following pronositions: (a) That 
the company extend to holders of the first 
mortgages and the collateral trust 6% con- 
vertible bonds the privilege of exchanging 
such bonds for common stock at any time 
and without prior notice. (b) That the $760,- 
000 8% preferred stock be retired. (c) That 
the company increase its authorized capital 
stock by 20,000 shares of a new 8% cumulative 
preferred stock, par $50. 


Sears, Roebuck & Co. Sales 


Company reports sales { r August and eight 
months, with comparisons, as follows: 

1919 1918 
$18,009,326 $13,974,722 
140,069,137 115,970,320 


August sales 
Eight months sales... 


Stewart-Warnen Expansion Plans 
The South Beloit, Wis., plant of the cor- 
poration will be doubled in size, and the force 
of employes will be increased more than 600 
within the next six months. 


Studebaker Welfare Projects 


The directors have approved with liberal 
modifications the plans for employes’ welfare. 
The plan includes all employes, instead of 


those earning $2,000 or less as originally 
planned and the copartnership plan will now 
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be efficiently invested so that 
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permit employes to become holders of either 
preferred or common stock. 


Stutz Motors New Financing 


Company will receive $1,750,000 in cash from 
the sale of the 25,000 shares of additional 
capital stock which shareholders have just 
authorized the directors to issue and sell for 
$70 a share. This will substantially augment 
the company’s working capital and place it in 
a position rapidly to proceed with the proposed 
plant expansion which calls for the doubling of 
present production. 

With its present facilities Stutz has a normal 
capacity of about 3,000 cars a year. Plant 
extension and other improvements on which 
work is now under way will bring the com- 
pany’s capacity up to 6,000 machines a year, 
and it is said that this figure may be eventually 
exceeded. 


United Cigar Stores New Officials 

J. R. Taylor, for some years manager of the 
Chicago division of the company, has been 
elected president. Mr. Taylor succeeds Ed- 
ward Wise, who becomes chairman of the 
board. 

J. A. Burns has been elected vice-president, 
succeeding H. S. Collins, who has joined the 
United Retail Stores Co. 

Dr. Mozart Monae-Lesser has been elected 
a director of the company. 


U. S. Cast Iron Pipe Addition 
Company has awarded a contract for the 
erection of a $300,000 addition to the machine 
shop at its Addyston, Ohio, works. 


U. S. Ind. Alcohol Stock Increase 


Company has issued a call for a meeting o 
stockholders on October 7, 1919, for the pur- 
pose of voting on a resolution to increase com- 
mon capital stock from $12,000,000 to $24,000,- 
000. They will also consider a resolution 
authorizing the sale of such increased common 
stock at $70 per share. 





PUBLIC UTILITIES 


Adams Express Deficit 


Profit and loss account shows as follows: 
Balance December 31, 1916, $10,350,433; less 
dividend March to December, 1917, $500,000; 
net deficit for 18 months ended June 30, 1918 
$7,895,869; net charges against surplus July 
1, 1918, to April 10, 1919, $9,757,195; balance 
deficit, $7,652,631; net income July 1, 1918, to 
April 10, 1919, $554,355; deficit April 10, 1919, 
$7,298,275. 

Company has denied the rumors that it plans 
liquidation steps similar to those taken by the 
United States Express incident to its return to 
its owners by the Government at the end of 
the year. However, the company stated that it 
was probable that it would never operate again 
an express business, but will continue as a 
holding company. 
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Amer. Public Utilities Shows Deficit 

Company for the year ended June 30, 1919, 
reports a deficit, after charges, of $104,816, as 
compared with surplus of $249,649 in the pre- 


ceding year. 
Income account for the year compares as 


follows: sono —_ 
$4,643,318 $4,452,125 
1,590,601 1,657,381 
76,429 80,703 


1,667,030 $1,738,084 
. 124,307 111,580 


$1,626,504 
249,649 


Gross 
Net after tax 
Other income 


Total income 
Other expenses 


Balance for charges... $1,542,723 
Net income $104,816 
} Deficit. 


Boston L. Favors Flat Fare 
Chairman Jackson of the Boston Bioveted 

trustees states that the trustees are in favor o 
a flat fare but still hope to develop an equitable 
zone system. He advocates sale of the Cam- 
bridge subway, believing that if this was done 
the fare might be reduced to 8 cents. none 
man Jackson said that the trustees had planne 
on the sale of the Cambridge subway to furnish 
the estimated 3%4 millions required annually 

next five years. , 
fot ae Elevated ste not now enough working 
capital to keep abreast of current qecenees 
of the property, and no means of raising addi- 


tional capital. 


B. R. T. Suits to Be Consolidated 


The court has ordered the consolidation of 
the foreclosure and general creditors’ suits 
against the company and its subsidiaries. 

Judge Julius M. Mayer in the Federal Dis- 
trict Court has made permanent the appoint- 
-ment of Receiver Lindley M. Garrison of the 
company as receiver of the surface lines in 


Brooklyn. 


Bklyn. Union Gas Shortage Not eee 
mpany entertains no fears that there wi 
pay mB of gas as a result of the absence 
of four hundred fitters, who have been out on 
a strike. All departments of the company are 
running on full time with the exception of the 
fitting department. 


I. R. T.’s Accounts to Be Probed 
General Manager Frank Hedley has 
promised unreserved compliance with the re- 
quest of Mayor Hylan to throw open the com- 
pany’s books of the last fifteen years in order 
that the Mayor may be satisfied as to the 
disposition of every cent of the company's 
income during that a “ a 

The new wage scale o e co y 
mean a deficit of $35,390,000 by July 1, 1924, 
and it will be impossible for the company to 
earn its fixed charges for many years after 

that date, according to Stone & Webster. 


Montana Power Cuts Dividend 1 
The directors have declared a quarterly divi- 
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dend of % of 1% on the common stock, com- 
pared with previous dividends of 14%, pay- 
able October 1 to stock of record Septem- 
ber 13. 

A statement issued by the company said: 
“Because of decreased earnings due to general- 
ly unsatisfactory local conditions of business 
during the past six months, and because of 
the present unsettled conditions generally pre- 
vailing, the directors have deemed it wise to 
reduce the dividend on the common stock.” 


N. Y. & North Shore Fare Raise Held Up 


G, P. Nicholson, Acting Corporation Coun- 
sel, has sent an order to the officials of the 
company instructing them not to permit the 
collection of fares in excess of five cents on 
the lines operated by the company. 

At the same time the Corporation Counsel’s 
office notified Lewis Nixon, Public Service 
Commissioner, that a rehearing of the traction 
matter was requested, at which the city officials 
would be present. 

The zone system of fares, which was put in 
effect last week by authorization of the Public 
Service Commission, continues in force. Mayor 
Hylan, in a statement last week, warned the 
company that the collection of increased fares 
was in violation of the company’s contract 
with the city, and by putting the zone system 
into effect they risked court action. 

Commissioner Nixon has said that the au- 
thorization was an emergency measure, and 
that if the city requested a rehearing the case 
would be reopened. 


N. Y. & Queens Co. Ry. Wage Award 

Company has decided to give a voluntary in- 
crease amounting to 25% of salary now in 
effect to all employes in the operation division 
of the line. 


N. Y. Telephone Offers Rate Reduction 


An offer to reduce its rates 5%, or $1,800,000 
a year, has been made by the company at the 
Second District Public Service Commission’s 
inquiry into the company’s rates and service. 
If the proposal is accepted the reduction will 
go into effect on October 1, and will be in force 
for one year. Commissioner C. B. Hill ap- 
peared dissatisfied with the offer and suggested 
that a 10% reduction should be made. 

. L. Swazey, counsel for the company, 
states that the company plans an expenditure 
of $20,000,000 for the construction program 
in the next year to compensate for the en- 
forced inactivity along this line during the 
war. 


N. Y., Westchester & Boston Strike Over 


Service has been resumed on the company’s 
lines, when striking motormen and conductors, 
out since August 21, 1919, resumed work in 
accordance with a compromise agreement 
effected August 27, 1919, between representa- 
tives of the company and the strikers. 


Penn. Gas Gives Up Franchise 
Stockholders of the company have ratified 
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action of the directors of the company in 

the matter of the withdrawal of the lines of the 
mpany from Jamestown, N. Y., on May 1, 
20. 


ttsburg Rys. Need More Than 7c. Fare 
Receivers C. A. Fagan, W. D. George and 
S. L. Tone state that a 7-cent fare on the 
»»mpany’s lines would not be sufficient. Such 
. fare would produce $16,100,000 revenue from 
0,000,000 passengers, while the required 
venue for 1920 has been fixed by city repre- 
ntatives at $17,446,000, which did not take 
0 account any possible wage advances. The 
cent wage advance will increase the needed 
“ome to $18,446,000. 
Representatives of the State government 
ill make an investigation of the conditions 
irrounding the strike of the company’s em- 
oyes and the attempts of the receivers to 
erate cars. 


United Rys. of St. Louis Fare Request 

Company has made application to the Public 
service Commission for permission to charge 

10-cent cash fare in St. Louis and a 7%- 
ent fare for those who ride daily. 

The company asserted that the increased 
expense for the next six months will be more 
than $2,500,000. The deficit for the year end- 
ng May 31, 1919, was $390,186. 

The proposed fare increase is oppcsed by 
ity officials, who state that under a proper 
bookkeeping system the company’s report 
would be shown to have earned a profit of 
$1,500,000 instead of a deficit. : : 

The present fare is six cents, with universal 
transfers. The company also demands permis- 
sion to charge for transfers. 


Western Union in Court 
In a complaint filed on August 23, 1919, 
with the Public Service Commission against 
he company, the Postal Telegraph-Cable Co. 
charges the Western Union with refusing to 
.ecept messages filed with it by the Postal 
‘ompany for exclusive Western Union points 

unless cash is paid for the messages. 





OIL NOTES 





Columbian Ref. Plans New Refinery 

A refinery of 1,000 barrels daily capacity, 
to cost not less than $300,000, will be built on 
Pelican Island, Tex., by the company if the 
city of Galveston grants a fifty-year lease of 
twenty-five acres on that island. 


Commonwealth Pet. Stock Offering 

Corporation has announced that it will offer 
to stockholders of record September 9, 1919, 
100,000 shares of its common stock of no par 
value at $40 per share, to the extent of 50% 
of their stock held. Right to subscribe ex- 
pires September 24, 1919. | ' 

The purpose of the issue is to provide funds 
for the extension of the operations of the 


company and for the future development of 
properties owned and controlled by it. 


Elk Basin Expansion 

The Elk Basin Petroleum Company of 
Maine, a subsidiary of the Midwest Refining 
Company, has acquired the unsold portion of 
the William Armstrong interests, amounting 
to approximately 35%, in several thousand 
acres in the Rock Creek field in Carbon 
County, including 800 acres of proven ground 
upon which are wells producing 3,000 barrels. 
The deal involved in excess of $1,000,000. 

It is understood that the deal involves 
arrangements for extensive development of 
these holdings with a view to bringing the 
production up to 15,000 barrels a day, and 
probably will result in the Midwest Refining 
Company resuming construction work on its 
refinery at Laramie, which was suspended 
some time ago. 


New Empire Gas Well 

Through the drilling in of Wallace No. 1 
well, three miles south and three miles west 
of Caddo, in Eastland County, the company 
has materially extended the limits of the 
Caddo field. Wallace No. 1 drilled into the 
1,800-foot sand on August 31, the sand being 
barely tapped when a tremendous flow of oil 
came from the well. Despite obstructions due 
to a fire, the well is flowing in excess of 500 
barrels daily. 

General Petroleum Earnings 

The annual report for the year ended June 
30, 1919, shows surplus of $2,448,578, equiva- 
lent, after preferred dividends, to $15.40 a 
share on the common stock. 

Income account for the year ended June 30, 
1918, compares as follows: Gross profit, 1919, 
$7,864,827; 1918, $8,183,106. Trading profit, 
$7,546,759; $7,896,786. General expenses and 
ordinary taxes, $872,614; $684,491. Net earn- 
ings, $6,674,145; $7,212,295. Other income, 
$172,602 ; $118,694. Gross income, $6,846,747; 
$7,330,989. Interest, depreciation, etc.; $3,749,- 
024; $3,568,498. Federal tax, $649,145. Sur- 
plus, $2,448,578 ; $3,762,491. 


Great Northern Co. Operations 

Company is running close to 115,000 barrels 
of oil monthly through its pipe lines in Lee 
County. This company has just completed 
two new lines, one a three-inch line from 
Bald Rock to Pryse, and a two-inch line from 
Bald Rock to Gretno. 

About November 1 the company will open 
its refinery on the Frankfort pike, where it 
will handle 1,800 barrels daily. 


Humble Oil to Build Plant 
Complete facilities to handle its develop- 
ments in the north central Texas oil fields 
will be established at Cisco, Tex., by the com- 
pany, which will spend $2,000,000 for build- 
ings and equipment. 
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Indiahoma Ref. Production 

Present production is 4,000 barrels per day. 
Company has purchased the Black interest of 
80 acres having a daily production of 1,000 
barrels, in the Simmons pool, Beggs district, 

kla. 

Company has sold two of its leases for 
$648,000. In its last statement all of its leases 
were carried at approximately $701,000. This 
leaves ba ance of its leases on statement as 


, 


Mass. Oil Refinery Starts Mar., 1920 


It is expected that the 5,000-barrel oil 
refinery under construction at East Braintree 
by the company will begin shipments in March 
1920, and that within a year the refinery will 
be running full. 

The new refinery will involve an invest- 
ment of more than $2,500,000. The refinery 
will be so designed as to permit doubling of 
capacity to 10,000 barrels a day. The property 
consists of 76 acres and 30 acres more will 
be added by dredging. Later on it is expected 
to finance the undertaking above referred to 
by an issue of notes. 


Ohio Fuel Oil’s New Well 
Company has brought in a 300-barrel well 
in the Big Sandy district, Kanawha County, 
W. Va. It is the company’s seventh well in 
the pool. 


Prod. & Ref. Earnings 


Corporation reports, for the fiscal year 
ended May 31, 1919, gross earnings of 
$1,181,906 and net income of $453,395. Profit 
and loss surplus on May 31 amounted to 
$7,412,708. 

In the annual report for the fiscal year 
ended May 31, 1919, F. E. Kistler, president 
of the company, said: “Since the beginning 
of the new fiscal year net earnings have in- 
creased until they are now running at the 
rate of $2,000 monthly, which is about 
four times the amount of earnings for the last 
month of the fiscal year just closed. These 
earnings are now being realized with only 
partial operation of the new properties, and 
when extensions now under way are com- 
pleted and in operation I can conservatively 
estimate that net earnings will exceed $300,000 
monthly. The company is now in a strong 
position with respect to working capital. Cur- 
rent assets as of May 31, 1919, amounted 
Jo against current liabilities of 


Riverside Eastern to Dissolve 


Stockholders have passed a_ resolution 
authorizing the board of directors to proceed 
with the dissolution of the company. The 
sale of the assets of the company to the 
Transcontinental Oil Company has been com- 
pleted, and the distribution of the cash to the 
preferred stockholders will be made during 
the coming month. 
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Financial 

Independence 


can be earned by those 
who will save regularly. 
High grade investment 
securities can be pur- 
chased as easily as 
were Liberty Bonds 
through monthly pay- 
ments. We shall be 
glad to tell you how. 


Write for circular M-3 


HERRICK & BENNETT 
Members New York Stock Exchange 


66Broadway, New York 


Branch Office: 
57 East 42nd Street 
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Seaboard Oil’s Two Completions 


Company has two completions, No. 1 Taylor, 
better than 2,000 barrels, and No. 1 Elsea, 
between 1,800 and 2,000 barrels. 


Shaffer Oil Output on the Rise 

Eight of the series of 24 wells started in 
June by the company have now been brought 
in with initial production in excess of 4,800 
barrels. Satisfactory progress is reported on 
the other 16 wells and also on seven additional 
wells which have been started on Kansas 
acreage. 

Among the last wells brought in by the 
company are two in the Beggs, Okla., district, 
one flowing 1,500 barrels per day, and the 
production of the other was doubled to 2,000 
barrels daily. 

Company has acquired the Consumers’ Re- 
fining Company, the Rowland Gasoline Com- 
pany and the C. B. Shaffer interests in Okla- 
homa, Kansas and Texas, producing more 
than 6,000 barrels of oil a day. 


Simms Drilling Operations 

_ Company has started drilling operations on 
its 40-acre Weaver lease in Erath County, 
Tex. Prices of leases in this vicinity have 
recently advanced from $1,000 to esounl $6,000 
an acre. 

_ The company has five other drilling opera- 
tions now under way on its various properties 
in the Ranger field. 
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tion on Canadian Securi- 
ties we shall be pleased to 
offer you our facilities ac- 
cumulated in thirty years’ 
experience. 


E. AMES & CO. 


Union Bank Building 

Transportation Building, Montreal 
310 Belmont House, Victoria, B. C. 
1022 Harris Trust Blidg., Chicago 
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Sinclair Consolidation to Be Passed on by 
Stockholders 


Consolidation of all Sinclair properties in 
the United States and foreign countries has 
been agreed upon at a series of directors’ 
meetings. Stockholders of the Sinclair Oil 
& Refining Corporation, Sinclair Gulf Cor- 
poration and Sinclair Consolidated Oil Cor- 
poration will be asked to ratify the action of 
the directors at special meetings which have 
been called for September 22. The new cor- 
poration will be known as Sinclair Consoli- 
dated Oil Corporation, operating under the 
laws of the State of New York. One share of 
the stock of the new corporation will be issued 
in exchange for each share of the several con- 
stituent companies issued and outstanding and 
not owned by any of the constituent com- 
panies. The new corporation will have an 
authorized issue of 5,500,000 no par value 
shares, but as 1,000,000 of the Sinclair Oil 
and 1,000,000 of the Sinclair Gulf shares have 
not been issued, the new corporation will have 
unissued or in its treasury more than 2,000,000 
of the total 5,500,000 shares authorized. 

With a producing capacity in the Mid-con- 
tinent, Texas and Mexican fields; with a pipe- 
line bisecting the country from Ranger, Texas, 
to East Chicago, Ind., and handling between 
40,000 to 50,000 barrels a day; with other pipe 
lines at branches planned; with refineries 
having 50,000 barrels a day ‘capacity, which 
will soon be increased to 100,000 barrels a 


day, and with a marketing system covering 
the greater portion of the United States for 
the sale of the Sinclair products, the new 
corporation is a gigantic combination. Cor- 
poration is sending representatives to all the 
important oil fields in Wyoming, with a view 
to acquiring promising acreage. This applies 
particularly to the Lost Creek district. 


Twin City Drilling in Five States 
Company is drilling wells in five different 
states, which includes two wells in Texas. 
The company has just made sale of six 
million cubic feet of gas daily to the Pierce 
Oil Corporation for-a period of five years. 





MINING NOTES 





Amer. Zinc Sells Carson Hill Stock 

Company has sold to a Boston syndicate at 
a profit of $430,000 the 28,000 shares of Carson 
Hill Gold Mining Co. stock it held in its 
treasury. 

This stock was given to the company by the 
promoters of Carson Hill as a bonus for the 
loan of $600,000 which the company made 
Carson Hill to finance the development of its 
property. 

Sale of its holdings of Carson Hill disturbs 
in no way the 100,000 shares of stock of the 
eed company held as collateral for the above 
oan. 

Company has entered the last half of 1919 
in a very strong treasury position. After pay- 
ment of the quarterly preferred, the company 
had $4,500,000 or more in net cash assets with 
no debts. With the profit from the Carson Hill 
stock sale the company has practically $5,000,- 
000 in cash or its equivalent or over $60 per 
share on its preferred stock. 


Anaconda Output Increases 
Company produced 12,600,000 pounds copper 
in August, 1919, compared with 11,122,000 
pounds in July, 10,530,000 pounds in June, 
1919, and 24,900,000 pounds in August, 1918. 
The production in the eight months to August 

31, 1919, aggregated 103,302,000 pounds. 


Butte & Superior Suit Settled 

Litigation between company and the Clark- 
Montana Realty Co. (known as the Elm Orlu 
suit) which has been in progress for some 
years and which involved a large portion of 
the ore bodies in the Black Rock claim of the 
Butte & Superior Company has been settled. 

The Clark company some time ago obtained 
a judgment against Butte & Superior giving it 
certain mineral rights in the Black Rock claim 
extending from the west end line of said claim 
to a plane 301 feet east thereof. This judgment 
was ultimately affirmed by the Supreme Court 
of the United States. 


Canada Copper Balance Sheet 
Assets—Properties, 1918, $6,059,323; 1917, 
$5,461,201; equipment, $258,921; inventories, 
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$346,054 ; $302,167; copper on hand, $106,302 3 
; prep, insurance and taxes, $2,925 
$4,345; sundry debts, $12,369; $3,985 ; invest- 
ments, $211,539; $103, 456; special funds, 
$6,804 ; $6,626 ; due on bond issue, 1917, $1,247,- 
440; cash, $542,966; $109,609; deficit, $229,- 
864; $59,703; total, $7,777,074; $7,555,022. 
Liabilities—Capital stock, 1918, $4,729,295; 
1917, $4,728,470; funded debt, $2,500,000; $2,- 
500,000 ; accrued interest, $75,000; due Liberty 
Bonds, $45, 361; equipment construction, $209,- 
578; accounts payable, $203,811; $317, 738; re- 
serves, $14,029; $8,814; total, $7, 777,074; $7,- 
,022. 


Chief Cons. Mining Operations 


Company is producing at the rate of approxi- 
mately 4,000 to 4,750 tons of ore a month, most 
of which is lead-silver. It shipped approxi- 
mately 25,000 tons of ore the first six months 
of 1919, 


Davis-Daly Operations 


The Butte & Ramsdell Co., leasing the Lizzie 
vein of the company, paid in royalties in July 
to the latter between $4,000 and $5,000, and the 
payments for August will approximate $7,000. 

Sinking of the Colorado shaft has progressed 
to below the 2,700 foot. 

Daily tonnage from the Colorado mine is 
averaging more than 300. 

Estimates of the net earnings for the Colo- 
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period of readjustment 
many investors are finding it 
profitable to take advantage 
of the marketability, freedom 
from fluctuation and _ high 
yield afforded by well-secured 
short-term notes. 
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We are offering to discriminat- 
ing investors a security of this 
character, which has the additional 
features of an attractive Con- 
version Privilege. These notes 
are the direct obligation of a 
prosperous Company, manufactur- 
ing a staple product with a grow- 
ing demand, and are obtainable to 
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A Pig In A Poke 


HE inexperienced buyer of stocks 

usually has no knowledge whatever 

of intrinsic value of the securities 
he purchases. 


Profitable investment depends upon both 


definite knowledge of stock values and 
accurate analyses of prevailing market 
conditions. 


Our advice regarding profitable invest- 
ments is at your service. 


Send for our Review “MW.” 


Clarke & Hebbord 


STOCK BROKERS 
40 Exchange Place, New York City 


Phones, Broad 254-255-256 
Also Broad 145-279-301 











rado mine for August place the amount in 
excess of $100, ; 


Greene-Cananea Output 


Mines of the company are producing at ap- 
proximately three-quarters the rate at which 
they did during 1918. This reduction is not 
due in the least to local Mexican conditions. 
Decreasing copper consumption is entirely the 
cause. 

Around Cananea conditions are the same 
as ever, with peon labor still abundant. 

Because of keeping its working force intact 
Greene-Cananea can quickly bring its output 
to a maximum when consumption again war- 
rants such a course. 


Isle Royale Production 


Company is gradually increasing production. 
Final figures for August are expected to show 
in excess of 1,100,000 pounds of copper pro- 
duced, compared with a recent month average 
of about 800,000 pounds. The company enters 
September with a larger personnel and this 
month should show an output of over 1,300,000 
pounds. 

At the close of the first half of the year, the 
company had on hand about $1,300,000 in cash 
and approximately 5,000,000 pounds of copper. 
Its cash position today is about the same. The 
company’s unsold copper account at present 
is a bit increased over the 5,000,000 pound 
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Monthly Dividends 
and Monthly 
Earning Statements 


| The monthly dividends paid to Pre- 
ferred Stockholders of Cities Service 
Company provide a convenient and 
regular income safeguarded by 
earnings. 


Five Times Over Preferred 
Stock Dividend Requirements 
The statements of earnings mailed 
to stockholders monthly enable in- 
vestors to keep in constant touch 
with the financial progress of the 
Company. 

Send for Preferred Stock Circular I-3 


Henry L. Doherty & Co. 
Bond Department 
60 Wall Street, New York 














figure, but with such a plethora of cash unsold 
metal is in no way unwieldy. 


Mother Lode Stock May Be Distributed 


A special meeting of the stockholders of the 
company of Alaska has been called for Sep- 
tember 30, for the purpose of acting upon a 
proposition calling for the distribution of 
1,225,000 shares of stock of the Mother Lode 
Coalition Mines Co., now held in its treasury, 
derived from the sales of the company’s prop- 
erty in Alaska under the contract with Stephen 
Birch. 

The question of dissolving the company will 
also be considered by its shareholders on Sep- 
tember 30, 1919. 


U. S. Smelting Buys New Acreage 


Company has acquired the Santa Ana prop- 
erty, in Mexico, comprising a territory of over 
200 acres of mining ground in the extreme 
western portion of the Pachuca district. To- 
gether with ground already owned in that 
section this purchase will give the company 
an almost solid block of over 300 acres of 
mining ground. 

The Santa Ana has been profitably producing 
silver for some years past. A large body of 
high-grade ore has been opened up and is 
available for extraction. 
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Investment 


TO NET 62-3 PER CENT 


We will take subscriptions subject to prior sale 
of General Motors Corporation 6 per cent cumu- 
lative debenture stock at 90 (par 100). 


This issue is backed by $151,000,000.00 common 
stock, the market value of which at present 
quotations is over $250,000,000. The eneral 
Motors Corporation make the Cadillac, Buick, 
Chevrolet, Oakland, Oldsmobile and _ Scripps- 
Booth pleasure cars. The G. M. C., Chevrolet, 
Oldsmobile and Samson trucks, Delco and 
Remy Starting, Lighting and Ignition Systems, 
Hyatt and New Departure Bearings, etc. 


Their business in 1918 was nearly a third of a 
billion dollars and their profits for the first 
quarter in 1919 were over $21,000,000.00—twice 
as much as the same period in 1918. 


desire. 


We have issued 2 special circular “P” on the 
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Aetna Explosives to Sell Plants 

It is understood that negotiations have been 
entered into for the sale of the powder plants 
belonging to the company. 

Should a transfer be effected the company 
would probably become an underwriting con- 
cern as wel! as doing a general banking busi- 
ness with close to $10,000,000 available as 
working capital. 


Armour May Retire Pid. Stock 

According to Chicago advices, it is under- 
stood that although no immediate decision is 
in view, the company has under consideration 
a plan for the segregation of its South Ameri- 
can investments, and, in connection therewith, 
the retirement of its preferred stock, which is 
redeemable at 115. 


Bethlehem Motors Asks Listing 
The corporation has filed application with 
the New York Stock Exchange for the listing 
of temporary certificates for 130,000 shares of 
its capital stock without nominal or par value 


E. W. Bliss Plant Purchase 

The company has purchaséd the plant of the 
Consolidated Press Mfg. Co. of Hastings, 
Mich., one of its largest competitors. 

A company official stated that it was wholly 
a cash transaction. He declined to state the 
exact consideration, which has been reported at 
$1,000,000. 

The plant, which is one of the largest of its 
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kind in the country, will be enlarged with addi- 
tional machinery installed. 


Canopus Iron Plant Extension 
Corporation, operating properties near 
Peekskill, N. Y., has commenced the construc- 
tion of an aerial tramway from its plant to 
its private dock at Peekskill. Other plant im- 
provements will be made. 


Coca-Cola Offering Oversubscribed 
The Trust Company of Georgia has an- 
nounced that the subscription books for voting 
trust certificates for the company’s common 
stock were closed with a very large oversub- 
scription. 


Columbia Graph. to Exchange Stock 

At a stockholders’ meeting the plan for the 
exchange of the company’s common stock, as 
set forth in a circular letter to the holders of 
common stock, was adopted, and the certifi- 
cate of incorporation of the company has been 
amended accordingly. 

On and after September 2, 1919, at the 
office of the Franklin Trust Company, 46 Wall 
Street, New York, holders of the common 
stock of the company now outstanding should 
surrender to the company stock certificates 
representing their respective holdings. of such 
common stock, duly endorsed in blank or 
accompanied by appropriate instruments of 
assignment and transfer, and such holders will 
thereupon receive in exchange for each share 
of such stock so surrendered stock certificates 
(in temporary form) representing ten shares 
of common stock authorized under the 
amended certificate of incorporation. 


Cons. Steel Doing Export Business 

President E. A. S. Clarke states that for 
several months the export sales of the cor- 
poration have been running at the monthly 
rate of about 90,000 tons or 10% of the output 
of finished products of the constituent com- 
panies allocated for foreign markets. 

Inquiries continue strong from South 
America and the Orient. Comparatively little 
buying is being done by the European countries 
directly affected by the war. 


Du Pont Motor Starts Building 

Company has commenced the erection of a 
machine shop, to form the first building of its 
proposed plant at Wilmington, Del., for the 
manufacture of automobiles. 

It is proposed to inaugurate active operations 
within about a month, allowing for the com- 
pletion of cars early in November. 

E. Paul duPont is president of the com- 


pany. 


Fisk Rubber Business Increasing 
Company continues to report increased busi- 
ness and it had been learned from reliable 
sources that the common stock will be placed 
on a dividend basis in the “very near future.” 
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Ford to Build New Plant 

Henry Ford has decided to build a factory 
at Mt. Clemens, Mich., to build certain parts 
of automobiles. 

The company also plans to make all its open 
and closed bodies in the River Rouge Eagle 
plant, which will be immediately transformed 
into a body factory, as the company’s sub- 
marine destroyer contract has been completed, 

The plan is a furthering of the policy of the 
company to centralize its manufacturings under 
direct Ford control. Automobile bodies are 
now being made at independent plants in 
Detroit and Pontiac. 


Gillette Razor Advances Wages 
Company has notified its employes of a 
general voluntary increase in wages, averaging 
10%, effective September 1. 


Haynes Auto. to Build New Plant 


Company is planning to erect a new factory 
at Kokomo, Ind., through which its floor space 
will be increased 300,000 square feet. 


Illinois Steel’s New Foundry 
Company will establish a $500,000 branch 
plant at Louisville, Ky. It will have a capacity 
of from 6,000 to 10,000 tons a year. 


Liggett & Myers to Enlarge Plant 
Company proposes to double the capacity of 
its plant at Huntington, Va. 
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nounced the offering of $9,866,100 6% pre- 
ferred stock of the company at par and 
dividends. The offering is being made subject 
to the prior right of shareholders of the com- 
pany to subscribe for the new issue until 
September 15. 1919, inclusive. 

Upon completion of the above financing, the 
company will have outstanding the followin 
securities: Common stock, $19,732,111; Gs 


Our Service 


on unlisted securities 
gives complete satisfac- 
tion both as to relia- 
bility and speed. 


preferred, aI 100; 8% preferred, $2,250,000 
serial notes, $22,500, 

The total volume of business done by the 
company and its constituent companies for the 
] snot. ended June 30, 1919, amounted to 


Your Inquiry ssa, 

The net oo for the year, after all re- 
: . serves and charges for depreciation, losses, 
will receive our prompt taxes, etc., amounted to $7,325,532. 


and personal attention. 


Union Bag & Paper Earnings Improve 

Company for the first quarter of 1919 made 
a relatively poor showing compared with the 
corresponding period of 1918, owing to the 
dullness of the paper market following the end- 
ing of the war. But earnings for the second 
quarter will show marked improvement due to 
heavy buying of wrapping paper and paper 
bags which set in during May 

Company receiving the highest prices for its 
products ever paid in the history of the indus- 
try. The mills operating to capacity. 
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Wilson Stockholders Option on Austin, 
Nichols & Co. Common 
The Guaranty Trust Co., Chase Securities 


Madison Tire’s Over-Subscription 
The 86,000 shares of common stock of the 


company, which were underwritten by a syndi- 
cate headed by S. M. Schatzkin, have been 
oversubscribed. 

The company manufactures cord and fabric 
pneumatic automobile tires, tubes and other 
rubber products. It has a daily capacity of 
1,200 tires and 2,000 tubes. Earnings for the 
current year are estimated at double the aver- 
age of the last five years. 


Procter & Gamble Pfd. Offering 
The Guaranty Trust Co., the National 


Corporation, Hallgarten & Co. and William 
Solomon & Co., having purchased from the 
new Austin, Nichols & Co., Inc., such of its 
presently issued preferred and common stock 
(v. t. c.) as was not taken by the stockholders 
of the old Austin, Nichols & Co., Inc., the two 
firms last named are offering holders of voting 
trust certificates for common stock of Wilson 
& Co., Inc., of record at the close of business 
September 3, 1919, the right to subscribe for 
two shares of the common stock of the new 
company held for each five shares of the com- 


City Co. and Dominick & Dominick an- mon stock (v. t. ctfs.) of Wilson & Co., Inc. 





MARKET STATISTICS 


N. Y. Times Dow panes Avgs. 
40Bonds 20Inds. 20 Rails 
‘ 101.63 81.29 
103.29 81.16 
101.91 79.78 
103.01 80.33 
104.75 81.21 
Holiday 
——s 
06.26 


108.55 
108.27 
106.96 
106.33 


N. Y. Times 
—50 Stocks— 
High Low 
84.16 82.46 
85.59 83.71 
84.61 83.15 
85.18 83.59 

84.89 


Monday, Aug. 25 
Tuesday, Aug. 26 


86.00 
87.01 
87.57 
86.12 
86.13 


81.30 
81.48 
81.35 
80.60 


Saturday, 80.36 
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Amount 
Name Declared 
Ajax Rubber....... 1.50 
Amer Bank Note, p.75c 
Amer Beet Sugar, p.14% 
Amer Beet Sugar, c.2 % 
Amer Bosch Magneto$2 
Amer Can, p 1 
Amer Drug Synd.. 
Am Hide & Leath, p.lM% 
Amer Int’l Corp, p.l. 
Amer Int Corp, c 
Amer Linseed, p.... 
Amer Locomotive, p. 
Amer Locomotive, c. 
Amer Pub, Serv, p. 
Amer Smelt & Rf, c. 
Amer Sugar Refin, p 
Amer Sugar Refin, c. 
Amer Tel & Tel.... 
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Atlantic Refining.. 
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Beth Steel, 8% p.. 
Beth Steel, 7%, p.- % 
Beth Steel, c A.... Ya 
Beth Steel, c B....1%4 
Booth Fisheries, p..1% 
Bordens Con Milk, p. 14 
Buckeye Pipe Line. $2 
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California Pack, p.$1.75 
California Pack, c.$1 
Calumet ‘ Arizona. om 
Calumet & Hecla. 
Cambria Steel 

Can S S Lines, c. 
Can Gen Elec, p.. 
Can Gen Elec, c.. 
Canadian Pacific, p. 
Canadian Pacific, 2: 
Case Thr Mach, p. 
Central Leather, p. 
Cities Service, * es 
Cities Service, Bava. 
Consolidated ame 
Continental Oil. 
Copper Range 
Crescent Pipe Line. 
Crucible Steel, p.... 
Cuban Am Sug, p 
Cuban Am Sug, c.. 
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Del & Hudson. 
Diamond Match. . 
Dom Iron & Stl, “2 
Dominion Steel, D.. 


NN NN x x 


Dominion Steel, c.. 
duP deN & Co, c. 


bie Pie 


RN 


-Xx2%~% 
14% 
24% 


Eastern Steel, c 
Eastman Kodak, Pp. 
Eastman Kodak, c. 


Federal M Smt, p.. 4% 
General Chemical, p.14%% 
} ee ah ° 262 
ric ) 

Great Northern kD 1% 
Gulf St. Stl, ist _ 1%% 
Gulf St. Stl, 2d p..14% 
Haskell Barker Car.$1 
Hercules Powder, c.2 % 
Indian Refining, p. 14% 
Indian —p FoF % 
International 14%% 
Isle Royale PS 50c 
Kelly- ony | Tire, p.14% : 
Kennecott Copper. .,25c 
Keys’e Tire & Rub, ¢3 % 0 


*Sept. 
*Sept. 1 
*Aug. 30 
ween rj 


“Seo rc 


8 
| 
pares 
| 
| 
: 


Payable 
Sept. ° 
Oct. 
Oct. 
Oct. 
Oct. 
_. 
ept. 
Oct. 
Sept. 
Sept. 
=. 
ept. 
Sept. 
Oct. 
Sept. 
Oct. 
Oct. 
Oct. 
Oct. 
Sept. 


Oct. 
Oct. 
Oct. 
Oct. 
Oct. 


Ann, 
Rate Name 
Lackawanna Steel, c.14%% 


Lig & Myers Tob, p.14% 


Mackay Cos, p 

% Mackay Cos, c 
Ma ept Stores, p 
McKinley-Dar-Sav. 
Mergenthaler Lino. 2 
Montana Power, p.1 
Montana Power, 


National Bis, c 

Nat En & Stp, 
National Lead, 
National Lead, . 
Niles-Bement-Pond,c 
Norfolk & West, c. 
North Amer. Co.. 


Ohio Oil h 
Osceola Con. Min. .$1 
Pabst Brewing, p...14% 
Packard Mo Car, p.14% 
Phila Electric...... 1M % "0 
Pittsburgh Brew, c.50c 


oe Oats, p 14% 
uaker Oats, c 3 % 


Rail Stl Spring, 
Rail Stl Spring, 
Reo Motor 

Rep Ir & Steel, c. 
Rep Ir. & Steel, ° ‘0 


% 


X 
Savage Arms, c... 
Shattuck- Arizona... 
Southern Pacific....14% 
S Porto Rico Sug, p.2 % 
S Porto Rico Sug, eS % 
Stand Gas & El, p. % 
Stand Oil of Cal. "3y 
Stand Oid of Ind. ..3 
Stand Oil of Kan...3 
Stand Oil of Ken. "$3 
Stand Oil of N J..5 
Stand Oil of N Y..4 
Stand Oil of Ohio. $35 
Stromberg Carbu.. 

Stutz Mo Car of A. i 1.25 
Swift & Co % 


Texas Co y 


Underwood Type, p.14%% 
Underwood Type, c.2 % 
Union Bag & Paper. 1%% 
Union Pacific, p....2 % 
Union Pacific, - ee 
United Cg S of A, 
United Drug, Ist p. 
United Drug, 2d p 
United Drug, c.. 
US CtIrP &F, 
U S. Ind paey. 
U S. Steel, c 


Western Electric, p.1 
Western Elec, c.. a. 5 
White Motor . 
Wolverine = wise $0c 
Woolworth ( ), p.1K%% 


tot 
nN 
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x WS 


x 
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*Stock of record on this date; 
bOn account of accumulation, pay- 
in 4%% Liberty Bonds, and 
7% cumulative stock. 


alnitial dividend. 
able , 6% in cash, 6% 
20% in Ist preferred, 
count of accumulated dividends. 


oO 
0 


Paid to 
Holders 
as of 
*Sept. 10 
*Sept. 15 


*Sept. 6 
*Sept. 6 
*Sept. 15 
*Sept. 6 

e 


Payable 
Sept. 30 
Oct. 1 


Oct. 
Oct. 
Oct. 


Oct. 
*Sept. 3 Sept. 
Mit 13 oe 


13 
d ook 14%. 


at 
a 


$f 
8 


: 
a 
a 


*Sept. 
*Sept. 
*Sept. 
*Sept. 
ica. 15 


*Aug. 
*Sept. 
* Aug. 
*Sept. 
*Sept. 
*Aug. 30 
*Aug. 
*Aug. 
*Aug. 
Sept. 
*Aug. 
*Aug. 


~ 


*Sept. 
*Aug. 
*Oct. 
*Nov. 
*Sept. 
*Dec. 
*Sept. 
Aug. 


*Sept. 
*Sept. 2 
8 *Sept. 
*Sept. 13 
QO *Sept. 10 


books no not close. 


mOn ac- 
ssSubject to the ap- 


proval of the Director General of Railroads. 


Stock Exchange rule 
stock of record date. 


1000 


d stock does not sell ex- -div. on 
«xxPayable in Liberty Loan Bonds. 





